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Uniformed Bank Guards symbolize the character and 
stability of the Bank and create an impression of effi- 
ciency. Your Bank’s checks likewise reflect the char- 
acter and efficiency of the institution. Outstanding 
business organizations from coast to coast, including 
more than 75% of the nation’s largest banks, use La 
Monte Safety Papers for checks and other negotiable 


instruments. George La Monte & Son, Nutley, N. J. 
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LETTERS 


From the Morgan Library 


Srrs: I came across this rare picture, 
which may be the earliest representation of 
the interior of a bank, in the Pierpont 
Morgan Library when it was opened to the 
public during the New York World’s Fair 
this summer. 

It appears as the frontispiece of the first 
illustrated edition of Chiarini’s “Libro che 
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Tratta di Mercanzie ed Usanze dei Paesi,”’ 
published in Florence, Italy, by Bartolom- 
meo de Libri, in 1498. As the title indi- 
cates, it deals with the methods of exchange 
and commercial practices of the period. 
Although there are evidences of a kind 
of banking elsewhere at an earlier period, 
it was in the great cities of 14th and 15th 
century Italy, where trade and commerce 
flourished, that banking became of impor- 
tance. The early banks performed only 
the simplest functions. Some were merely 
changers of foreign money; others accepted 
old and silver for safekeeping, charging a 
ee for its storage. Sometimes, the banks 
made loans at varying rates of interest. 


ISABELLE M. BENNETT, 
Montclair, New Jersey 
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War and Personal Loans 


_ Sirs: The possibility of the United 
States becoming engaged in the present 
war, and its possible effect upon the per- 
sonal loan business, has been a matter of 
some concern to American banks. How- 
ever, in our bank we have not been unduly 
apprehensive about such a situation. 
We believe that an American war and 
its consequent aftermath would present 
nothing more dire than an economic 
upheaval on the downward size. 

_ We opened our personal loan department 
in 1929, went through the stress of the 
banking holiday and have been continu- 
ously engaged in this business. We have 
at all times been enthusiastic about it both 
from the standpoint of service to the 
community and of profit to the bank. 

It is our opinion that the taking into 
the army of men of military age probably 
would not result in a higher percentage of 
delinquencies than would other social 
economic disturbances with which Ameri- 
can business has been constantly con- 
fronted in the past decade, especially since 
by far the largest number of our borrowers 
are heads of families and most of our loans 
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are secured by chattels, guarantees, eén- 
dorsements, or some other type of security. 
This, coupled with the fact that we have 
learned to have implicit faith in the ulti- 
mate integrity of the American bread- 
winners, has created the opinion that such 
a war would not have a crippling effect 
upon personal loan departments, or upon a 
bank as a whole. 

It is our intention to continue rendering 
the service which this department was 
created to extend, granting credit where 
credit is deserved on such terms as may be 
commensurate with general economic con- 
ditions, war or otherwise. 


A. R. BLACKLOCK, 
Assistant Vice-president, 
Commonwealth Bank, 
Detroit, Michigan 
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Protected Check 


Sirs: I am sure you will be interested 
in the enclosed check which is one of the 
most practical safety-first checks I have 
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ever seen. This idea was perfected by my 
son, Byron Moser, Jr., and an application 
has been filed in Washington for a patent. 

I have had this check, simple as it is, 
tested by some of the best experts in the 
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country and all of them agree that it is 
impossible to alter the “X” mark when 
made with ink in the proper way, and the 
proper way consists merely of making an 
“*X” mark with a little pressure on the pen 
which forces the ink into the paper. 

The best evidence of what our bank 
thinks of the check is the sample which I 
am enclosing and that we plan to use the 
checks yr oc I as soon as our present 
supply of other checks is used up. 

Byron Moser, President, 

Mutual Bank and Trust Company, 
St. Louis, Missouri 
¢ . + 


Bank Roto Section 


Sirs: We are enclosing a copy of a 
special, twelve-page, Rotogravure section 
that we had delivered to more than 300,000 
homes in Detroit as part of The Detroit 
News, Wednesday, November 29. 

As far as we can learn this is the biggest 
single ‘“‘smash” ever attempted by any 
bank in the country, though many banks 
use display space in the regular Roto 
sections of the Sunday papers, as we have. 
The section was developed entirely in our 
own advertising department. e made 
up a dummy with pictures and type pasted 
in so our officers could visualize exactly 
how it would look when printed. 

We first considered using this in a 
Sunday paper because of the larger circu- 
lation, but the two regular Roto sections, 
three short story magazines, and two fea- 
ture sections, along with a raft of colored 
funnies, in our opinion was too much 
competition, so we decided to use a mid- 
week issue and be alone in the field. 

The date of issue of the section was 
timed exactly with the settlement of the 
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FOR GENERATIONS 


For generation after generation 
throughout more than a century, 
The National Shawmut Bank of 
Boston has provided outstanding 
service in New England. Our com- 
plete facilities and long experience 
enable us to handle promptly all 
types of banking transactions in 


this important industrial area. 


THE NATIONAL 


Shawmut Bank 


STREET - BOSTON 


Member Federal Deposit Insurance Corporation 
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The text describes Morris Plan services 


longest strike in automobile history, when 
more than 100,000 men went back to work 
in Detroit on November 29. 
In connection with our special section, 
I might add that the officers of our bank 
are never opposed to new ideas even 
though other banks might consider some 
of them unorthodox. We believe in mer- 
chandising our bank’s services the same 
as the merchant or the manufacturer 
merchandises his services. 
R. M. MEIsEL, 
Advertising Department, 
Industrial Morris Plan Bank of Detroit, 
Detroit, Michigan 
° ~ * 


125 Years of Service 


Sms: On December 5th our _ bank, 
which was founded when the United 
States was only 38 years old, celebrated 
its 125h anniversary. 

For the past six months we have been 
advertising our anniversary in the local 
———_ and have had the bank deco- 
rated with flags. Then, on the actual 
anniversary two of our young ladies, 
dressed in costumes of the period of 1814, 
distributed roses and anniversary booklets 
in our lobby. The booklet contained a 
brief history of the bank and a description 
of the facilities. which the bank offers. 

The bank was charted originally under 
the famous “Omnibus Bank Bill” passed 
by the Pennsylvania legislature in March, 
1814, as ‘““The Bank of Delaware County,” 
under which name it operated for fifty 
years as Delaware County’s only bank. 
In 1864, after Congress had passed the 
National Bank Act, application was made 
for a Federal charter and the present name 
adopted. The first banking quarters were 
set up in a corner of one of Chester, 
Pennsylvania’s, general stores. The next 
year the bank moved to a new building, 
and in 1931 the bank moved into new and 
thoroughly modern quarters. 

At the end of the first year the bank had 
a paid in capital of $48,510, deposits of 
$40,339, and total assets of $188,599. 
Today capital and surplus stand at $1,500,- 
000, deposits at $11,831,225, and total 
assets at $13,861,404. 

C. P. Webster is president. 

J. NEwToN Pew, Cashier, 

The Delaware County National Bank, 

Chester, Pennsylvania 
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In the TREND of BANKING 











Richmond Conference Attracts 
Bankers from 13 States 


The Mosque in Richmond, Virginia, was 
filled to capacity as Jessica Dragonette, 
radio and concert stage soprano, and 
William A. Irwin, popular speaker on 
banking topics, headlined in most effective 
fashion the public meeting which featured 
the closing session of the A. B. A. regional 
conference, the first of the winter series and 
the first to be held in the South. 

Depositors from the local and surround- 
ing banks joined with bank officers from 
thirteen eastern and southern states in 
swelling the attendance at the meeting, 
which was designed to give bank customers 
a clearer understanding of the functions 
and problems of banking. Mr. Irwin, 
associate educational director of the 
American Institute of Banking, spoke on 
“The American Way.” 

Five general business sessions were held 
during the two days of the conference, 
December 7-8, in addition to the public 
meeting. The theme of the conference was 
“Banking’s Part in Business Develop- 
ment,” and the discussions centered around 
the development of broader, more efficient 
banking services for business and industry. 

The conference program also included a 
showing of the motion picture, ‘““Money at 
Work,” produced by the A. B. A. as an 
educational medium to show the relation- 
ship between banking and the news gather- 
ing industry. 

Similar programs are planned for the 
regional conferences to be held at New 


York City, March 6-8, and Denver, 
Colorado, March 21-22. 
« . a 


Compile Nation-Wide Figures on 
Lending Activity of Banks 
As a means of countering the assertion 


that banks are not meeting the credit 
needs of business, the Research Council of 
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Miss Jessica Dragonette, featured singer at the Richmond public meeting 
with Dr. Harold Stonier and President Robert M. Hanes 


the American Bankers Association has 
made a survey of the lending activity of 
banks in each of the forty-eight states and 
the District of Columbia. Through the 
A. B. A. news bureau, releases have been 
sent to the newspapers of the country 
telling of the results for the banks in their 
states. 

The survey revealed that more than 
14,000 loans were made during every 
banking hour in the first six months of 
1939 by half of the country’s commercial 
banks. During this period, the commer- 
cial banks made 7,369 new loans to business 
firms and individuals, renewed 7,252 out- 


gs | 
2 , #* 
Akt 
Portion of the large crowd in attendance at the public meeting which 
climaxed the Richmond regional conference 





outstanding loans, and made 163 new 
mortgage loans every banking hour. 

Six thousand banks, or 41 per cent of 
the commercial banks of the country, 
replied to the questionnaire sent out by the 
Research Council. They reported that 
from January 1 to June 30 of last year, 
they made 5,747,976 new loans totaling 
$10,083,449,565, 5,656,408 renewals of 
loans totaling $7,618,543,520, and 127,389 
mortgage loans totaling $412,018,339. 
This is a total of 11,531,773 credit exten- 
sions totaling $18,114,011,422. 

Robert M. Hanes, president of the 
American Bankers Association, points out 
that if only 41 per cent of the banks made 
over 18 billion dollars in loans during the 
first six months of last year, it is evident 
that if the credit extensions of the other 
59 per cent were added it would make “a 
staggering and almost unbelievable total.” 

In recent addresses, President Hanes has 
cited the survey results as definite and 
emphatic proof that banks are meeting 
the credit needs of business adequately 
and intelligently. ‘We oppose the use of 
national credit for subsidizing insolvent 
business,” he has declared. ‘We believe 
that there is no demand for legitimate 
bank credit that our banks are not eager 
to meet.” 

* * + 


Radio Quiz Technique Adopted 
for Public Relations Meeting 


While it is generally agreed that meetings 
of bank officers and employees to discuss 
public relations have a definite value, the 
responsibility of planning and conducting 
such meetings is a distinct problem. It 
involves the question of how to make such 
meetings interesting and how to get away 
from preachiness and talking-down to 
listeners. Frequently it is found difficult 
to generate a volume of comments and 
questions to enliven these gatherings. 

A possible solution to this problem is 
presented by Merrill J. Campbell, assistant 
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Bankers from all parts of the country attended this annual Forum dinner of the New York A.1.B. Chapter* 


vice-president of the Marine Midland 
Group, Inc., Buffalo, N. Y., who describes 
how the technique employed in the popular 
radio program, “Information Please,’ was 
borrowed at a recent bankers’ meeting where 
the principal subject was public relations. 

In advance of the meeting, the commit- 
tee in charge determined what points 
should be brought out at the forum. Then 
approximately twenty questions were de- 
vised which would emphasize these points. 
One banker acted as the Clifton Fademan 
of the program, asking the questions. 
Upon him rested the responsibility of guid- 
ing both answers and comments from the 
audience. His questions were answered b 
four well-qualified associates, who too 
turns in making their replies. Contrary 
‘to the “Information Please’ program, 
these experts knew the questions in 
advance and had prepared answers. Time 
was taken out after each question and 
answer, for comments from the audience; 
the points thus yet out were in many 
instances distinct additions to the experts’ 
replies. 

Following are listed the questions which 
were asked. Although some of them may 
seem rather elemental or frivolous, there 


was a definite reason for their inclusion as 
it was felt that they would bring out 
important facts. Why not try out your 
own answers? 

1. Why is it necessary to call on cus- 
tomers at their places of business when we 
see them frequently in the bank? 

2. Who should make calls? Are the 
president and executive officers of the 
bank too busy? Should calling be dele- 
gated to junior officers? 

Is it necessary for an officer to know 
a man’s business in order to talk to him 
a: 

4. How can calls be systematized so 
that customer calling will be continual 
and not sporadic? 

5. Who should be responsible to see 
that calls are made consistently? 

6. What significance in banking have 
the terms “frozen faces” —‘“‘huddles?” 

7. Have bankers’ associations concerned 
themselves with this problem of bank 
public relations? 

8. What should a bank’s policy be 
about officers smoking at their desks during 
office hours? Do men and women cus- 
tomers usually object to officers smoking 
while conferring with them? 








THE SERVICE CONCEPTION which has actuated this 


organization since establishment is that of providing the 


capital needs of worthy public and private borrowers, on 


the one hand, and safeguarding principal and income to 


conservative lenders, on the other. 


CHICAGO, 201 SO. LA SALLE STREET > 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 





HALSEY, STUART & CO. INc. 





In writing to advertisers please mention The Burroughs Clearing House 





9. Is it a good idea to notify the presi- 
dent of your bank when an important 
customer is in the lobby? 

10. How much entertaining should 
banks do for customers? Should golf 

ames be arranged and bowling parties, 
or example? 

11. Do empty platforms mean satisfied 
customers? 

12. Is it possible for an officer to overdo 
his o to a customer? 

13. Is it proper to try to sell other 
departments on calling on customers, and 
if so, what departments? 

14. When talking to a customer, if it 
is necessary to consult another officer or 
clerk should you bring that other person 
to your desk? 

15. Is it necessary for all officers of a 
bank to be acquainted with the bank’s 
policy that in on way affects its public 
relations program 

16. After a few calls on a customer, 
won’t our story run thin? What approach 
should be used? What should the caller 
talk about? How frequent should calls be? 

17. Should a bank officer have sole title 
to his customers, or should he introduce 
them to other officers? 

18. Is it necessary to give reasons for 
saying “‘no”’ to customers? 

19. What measures can be taken to 
prevent disclosure of confidential customer 
information? 


* ° e 


A. B. A. Announces Expansion of 
Research Activities 


In line with the enlargement of banking 
services which has taken place during the 
past few years, the American Bankers 
Association through its Administrative 
Committee has decided to expand its 
research activities. The added cost of the 
program will be met by increased annual 
contributions from the association’s 200 
largest member banks. 

It is planned that the association’s 
research activity will be extended into the 
field of consumer credit, personal loans, 
term loans to industry, mortgage lending, 
agricultural loans, investments, bank oper- 
ations, pension plans for bank employees, 
and public relations. It is expected that 
trained specialists in these fields will be 


*At the speakers’ table shown above were: 
J. V. O’Neill, B. Murray Peyton, H. W. Koeneke, 
Joseph A. Broderick, James T. Lee, Philip A. 
Benson, Frank K. Houston, Dr. W. Randolph 
Burgess, Professor James G. Rogers, Robert M. 
Hanes, E. Chester Gersten, Dr. Joseph E. Hughes, 
J. Stewart Baker, P. D. Houston, J. Stanley 
Brown, Harry R. Smith, Daniel F. O’Meara, 
William R. White and Clinton W. Schwer. 
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Does Air Conditioning 
; Cost Too Much? 


Here’s the 


CARRIER Answer: 











for 














‘Much more comfort than ever anticipated 
... ata cost less than contemplated.” 


T. it’s how J. R. Alter, Execu- 
tive Vice-President describes the re- 
sults of the new Carrier installation 
at the First National Bank, Grand 
Island, Nebraska. 


Costs only $2.50 a day even during 
the summer’s most torrid weather! 
... and this.includes air circulation, 
dehumidifying and filtering, as well 
as cooling. 

“No question,” Mr. Alter states, 
“but ideal working conditions have 
substantially increased efficiency.” 





THIS SUMMER, visit the Carrier 
Igloo of Tomorrow at the New York 
World’s Fair. 1940 is the 50th Anni- 
versary of what is now Carrier Re- 
frigeration, and the 25th Anniversary 
of the present Carrier organization. 


Furthermore, no banking space 
was sacrificed—because Carrier’s 38 
years of experience and wide variety 
of equipment made it possible to 
locate all apparatus in the ladies’ 
lounge—completely out of the way. 


Carrier can provide economical, 
dependable “weather” for you — 
through Carrier Room Weather- 
makers for your private office... 
Carrier Self-Contained Units for a 
store or suite of offices in your build- 
ing ...or Carrier Central Station 








First National Bunk, Grand Island, Neb. 


Systems for rentable office space 
throughout the building. See your 
local Carrier representative— now! 


CARRIER CORPORATION, 
““Weather Makers to the World” 
Syracuse, New York 

(In Canada, Box 1050, Station C, Toronto) 


Desk 4A 


Gentlemen: Without obligation, send me 
complete information on Carrier Air 
Conditioning for Banks. 
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added to the staff to conduct this research 
and to assist the banks to use the infor- 
mation developed. 

“The association has been carrying on 
this form of research in the trust field for 
two years under the leadership of Gilbert T. 
Stephensdn,” explained President Robert 
M. Hanes, in announcing the augmented 
program. “The experience with trust 
research has provided a practical pattern 
for similar work in the field of commercial 
banking and will be used as the basis of 
the new program.” 

The readjustment of the dues schedule 
for the larger banks is expected to raise 
approximately $250,000 additional revenue 
for the A. B. A. in 1940, and will restore 
the annual income of the association to the 
level of ten years ago, or to about $775,000. 
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Questionnaire Reveals Public’s 
Attitude on Housing 


When you mention owning a new home 
to the average American, he or she thinks 
in terms of a house costing less than $6,000, 
and contemplates between ten or fifteen 
years to pay off the debt. Nine out of 
every ten persons would prefer an amor- 
tized mortgage in financing their home, 
and one out of every two think that a 
down payment of 25 per cent or more is 
advisable. 

These are some of the things that the 
Committee on Trends of the United States 
Savings and Loan League has found out in 
its recent questionnaire on public attitudes, 
results of which will be incorporated in the 
official report to next year’s national sav- 
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i is a traditional policy of the Chase 
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effective correspondent bank service. 
Supplying the needs of out-of-town 
been a dominant 
factor in its development as a world 
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ings and loan convention. Surveys were 
made of the attitudes of people picked at 
random, including 5 per cent factory 
workers, 7 per cent proprietors of busi- 
nesses, 20 per cent housewives, 16 per cent 
professional workers, 12 per cent salesmen, 
and miscellaneously employed others. Half 
of the people interviewed were those under 
forty who will be the home-buyers of the 
coming decade. 

In the western area, 32.5 per cent of 
those interviewed would plan for homes 
costing less than $4,000 if they were going 
to build, while 46.8 per cent would have 
places costing between $4,000 and $6,000. 
The replies from the east coast show a 
slightly higher percentage in the group 
which would plan a $6,000 to $8,000 home, 
but still 22.4 per cent would want a less- 
than-$4,000 home and another 39.5 per 
cent think in terms of a $4,000 to $6,000 
home. 

e e + 


Christmas Club Savings Distri- 
bution Largest Since 1933 


Three hundred and fifty million dollars 
was distributed to more than seven million 
Christmas Club members by approxi- 
mately forty-seven hundred banking and 
financial institutions and other organiza- 
tions during National Prosperity Week 
starting Monday, December 4. This was 
an estimate given out by Herbert F. 
Rawll, president of Christmas Club, a 
corporation which sponsors this type of 
systematic savings. 

The total distribution for 1939 was about 
7 per cent in excess of 1938, according to 
estimates based on a substantial number 
of reports from different sections of the 
country. The total amount saved, the 
number of participating institutions, and 
the average per-member accumulation and 
total number of members enrolled repre- 
sents a new high since the bank holiday 
year of 1933. The average distribution 
per member amounted to $48.80 as against 
$47 for 1938. 

During the early months of 1940, the 
Christmas Club organization is offering 
$2,500 in cash prizes for short manuscripts 
that .discuss the responsibility of the 
individual to his local, state and Federal 
Government, in urging greater opportuni- 
ties and increased rewards for thrift, and 








Not By Bread Alone 


ok thrives on the esteem in which 
o ommenit 





betn hive 


THE BAYSIDE NATIONAL 4 BANK 
OF NEW YOR! 











Prize-winning bank building, and 
praiseworthy copy 











's 
n 
as 
id 
An 


aS 


of 


ut 




















THE BURROUGHS CLEARING HOUSE—January, 1940 









































































Walter R. Bimson, president of the Valley National Bank, samples the 
Arizona institution's 40th anniversary birthday cake 


in urging an application of thrift in national 
and state affairs. The prize-winning 
contributions in this contest will be pub- 
lished and released under a series known as 
“Wealth Comes From Understanding,” in 
the hope of revitalizing old-fashioned 
principles of thrift on a national scale. 


° e ° 


Two New Books of Interest 
to Bankers 


THE EBB AND FLOW OF INVEST- 
MENTS VALUES by Edward S. Mead, 
Professor of Finance, and Julius Grodinsky, 
Assistant Professor of Finance, Wharton 
School of Finance and Commerce, Uni- 
versity of Pennsylvania. Published by D. 
Appleton-Century Company, New York. $5. 

The major tenet of the authors is the 
primary importance of selecting as sources 
of investment those industries in which 
profits are increasing. This outweighs, in 
their opinion, all other considerations. 
Therefore, they have examined the move- 
ment of profits in the leading production 
and consumption goods and service indus- 
tries over a sufficient period of time to 
estal lish definite comparative trends. The 
resu.ts have been classified into a list of 
those industries whose profits have been 
increasing, and those whose profits have 
been decreasing. The authors then utilize 
their findings in applying the art of invest- 
ment, both to the purchase of securities 
and their sale. They also discuss methods 
for noting symptoms of decline, by means 
of which investors can keep investment 
risk reduced to a minimum. 513 pages. 


THE CONSUMER IN COMMER- 
CIAL BANKING by Henrietta Cooper 
Jennings, Professor of Economics and 
Sociology in Wheaton College. Published 
by Consumer Credit Institute of America, 
Inc., 233 Broadway, New York Citv. 

rhe manuscript for this book was 
awarded first prize in a contest sponsored 
by the Consumer Credit Institute of 
America, Inc. The author discusses the 
development of personal loan departments 
in banks, their relation to other lending 
operations of the bank and to competing 
finance companies. She outlines some of 
the legal obstacles and practical limitations 
confronting banks in, consumer financing, 
and raises objections to some of the usual 
plans of operation. Suggestions are offered 


as to conditions necessary for the success- 
ful functioning of a personal loan depart- 
ment, and there is a timely discussion on 
the subject of interest rates. 158 pages. 


° e 7 


MBA Members Forecast Increase 
in Mortgage Rates for 1940 


Mortgage rates will probably increase in 
1940, predicts Byron T. Shutz, president 
of the Mortgage Bankers Association of 
America, in announcing the results of a 
survey made by members of the organiza- 
tion. More than three-fourths of the 
members replying said there had been no 
increases so far this fall and winter, but 
nearly half expect gains this coming year. 

In 64 cities in 31 states, 83.7 per cent of 
the replying members say there has been 
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no gain in mortgage rates so far, while 
14.7 per cent report increases since Septem- 
ber 1. ° ‘ e 


Arizona Institution Makes Nota- 
ble Occasion of 40th Anniversary 


The Valley National Bank, largest 
financial institution in Arizona, recently 
marked the 40th anniversary of its found- 
ing with a week of celebration that began 
with the presentation of birthday cakes to 
customers and visitors, and ended with a 
two-day meeting at which directors, officers 
and branch managers discussed modern- 
day problems and recalled early days of 
the bank. 

The bank’s birthday was observed in all 
its nineteen offices as customers and other 
friends were presented with individually 
boxed souvenir birthday cakes. In the 
larger offices, ornately decorated cakes 
stood in the lobby. Newspaper ads urged 
customers and friends to “come in and 
get their slice.” 

Highlight of the two-day meeting which 
concluded the celebration was a banquet 
at which Dr. L. D. Ricketts, chairman of 
the board, was presented with a gift in 
recognition of his thirty-five years of serv- 
ice. Fourteen other “old-timers,” men 
who have served the bank for twenty years 
or more, were also honored. Guests of 
honor at the banquet included Governor 
Bob Jones and Clarence Budington Kel- 
land, well-known author. 

The — of the Valley National Bank, 

articularly during the past seven years, 

as caused comment throughout the 

country. Walter R. Bimson, formerly 
vice-president of the Harris Trust and 
Savings Bank, Chicago, assumed the presi- 
dency of the Arizona institution in 1933. 
Since then, deposits have increased from 
less than 7 million dollars to more than 
41 million, and loans from less than 3 mil- 
lion to more than 18 million dollars. 
Total resources are $45,218,841. 

Mr. Bimson is a member of the executive 
council of the American Bankers Associ- 
ation, and during the past year he has 
served as president of the Arizona Bankers 
Association. 
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Ogden, Utah, with First Security Bank's head office in center foreground, mountains hazily in the background 


Loan Opportunities 


The technique of searching out borrowers and finding out ways to make 


their loans bankable, in contrast to waiting for applicants to appear 


N a period like the present, it 

seems to me that successful bank 

lending requires the recognition of 
three inescapable facts. First, that 
money is a competitive commodity, 
like wheat, and no bank can expect to 
get a higher rate for its loanable funds 
than other holders of such funds are 
willing to take. Second, because of 
money’s competitive nature, a banker 
seeking loans must employ a consider- 
able degree of salesmanship to meet 
his competition. And, third, the 
Federal Government having entered 
the loaning field through such organi- 
zations as the Reconstruction Finance 
Corporation, the Commodity Credit 
Corporation and various divisions of 
the Farm Credit Administration, the 


By 
GEORGE S. ECCLES 


Chairman of the Board and President, First Security 
Bank of Utah, N. A., Ogden, Utah 


banker must take this into considera- 
ation and, wherever it is feasible, 
co-operate with these Federal agencies. 

By keeping in mind these factors, 
First Security Bank of Utah has been 
able to build up, and to maintain, a rela- 
tively well-filled loan portfolio as com- 
pared with many other banks Our 
loan ratio is now about 40 per cent 
and I doubt if there is a single type of 
loan made by anyone in this Western 


country of which we do not have a 
sample. 

To do this we have had to discard 
several time-honored theories, such as 
the one that a banker ought not to 
solicit a loan, that he ought to use his 
best efforts not to make a loan. In- 
stead, we analyze thoroughly every 
application or prospect and we do our 
best to make proposed loans bankable. 
What is more, we actively bid for loans. 
In the case of commercial loans, for 
example, the credit originating in a 
community belongs to the local bank. 
So far as a local enterprise is concerned 
the local bank will probably get it. 
But assume that a local borrower, such 
as a factory or a store, is sold to an 
outsider and becomes merely a branch 
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of a national organization. When that 
happens it usually follows that the 
local bank loses a borrowing customer, 
because the national and parent organi- 
zation already has adequate credit 
lines established, probably in a distant 
city. To retain its borrower, there- 
fore, the local bank must solicit the 
parent organization and it then, im- 
mediately, comes up against the ques- 
tion of competitive rates. Perhaps 
the old concern was paying 4, 5 or 6 per 
cent on its open line while the new 
parent can get all the funds it wants 
at 1% or 2. Obviously the local bank 
must meet this rate, if it wants the 
business, for it cannot expect a bor- 
rower to give it a line at 6 per cent 
when the same line can be had else- 
where at 3. It isn’t a case of choosing 
between 3 per cent and 6 per cent so 
far as the loca’ bank is concerned; it 
is, rather, a case of choosing between 
3 per cent and nothing. Faced with 
this last choice, we prefer the 3, not 
only because we are thus able to keep 
a larger proportion of our funds em- 
ployed at a price which will pay their 
keep. but because by getting and keep- 
ing these borrowing contacts we are 
laying the foundation for more profit- 
able business later on. When, and as, 
money rates improve we will have our 
lines firmly laid to take advantage of 
them. 

Of course, to many country banks 
the retention of their share of the 
commercial credits needed by national 
concerns may not be possible. Some 
national borrowers want their money 
in too large amounts to make it pos- 
sible for country banks to supply it. 
Ilowever, there is no harm in trying 
to get these credits, and at least one 
national borrower that I know of has 
instructed its local managers to con- 
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tact local banks in an endeavor to give 
them the part of its business which is 
rightfully theirs. If banks generally 
sought their fair share of national 
concern credits, meeting for this pur- 
pose the rate structures of the large 
metropolitan banks, this policy of giv- 
ing the country bank a break might 
spread. 


TOW, as to the subject of govern- 
ment lending. We all know the 
government is lending money and, in 
our opinion, we might as well face the 
fact that, in the immediate future, at 
least, it is likely to continue to. But, 
we have found that such agencies as 
the Reconstruction Finance Corpora- 
tion and the Commodity Credit Cor- 
poration will co-operate with local 
banks in letting them carry local 
credits up to their ability at what is 
considered the going rate for money, 
which, of course, may be considerably 
lower than some of us have been in the 
habit of getting from our lending in 
the past. 

But against the low rate there are 
compensations in the case of loans on 
such commodities as wheat and wool, 
which are made by the Commodity 
Credit Corporation. Under recently 
announced regulations the corporation 
is making loans to the farmer at 3 per 
cent and will turn them over to banks 
with the corporation guarantee at 
2 per cent for a maximum term of 
seven months. If the loan does not 
pay out in that time the corporation 
will re-purchase it. Plainly, this does 
not compare as a source of earnings 
with the rates of ten years ago. But 
there isn’t any loss hazard in this kind 
of paper. The bank gets its money 
back at the end of a short term without 
question, regardless of the condition 


of the market. Also, as I said before, 
it isn’t so much a case of wanting a 
low rate, but of taking a low rate in 
preference to none at all. 

Essentially, what the Commodity 
Credit Corporation has done in its 
financing of farm products has been 
to bring a commercial paper or a form 
of bankers’ acceptance service to the 
farmer. Compared with these two 
types of credit instrumentality, Com- 
modity Credit Corporation rates are 
satisfactory, I think, although it is 
true that because of the relatively 
small denominations of CCC loans a 
good deal of work is involved in han- 
dling them. However, the work prob- 
lem decreases as you get loans in 
quantity. Too, bringing a type of 
commercial paper financing to country 
credits seems to me to be a worthwhile 
idea. 

Nor have I any great objection to 
live stock credits handled through the 
Production Credit Associations, par- 
ticularly when executives of the latter 
employ fair competitive tactics. In 
the case of sheep financing, for ex- 
ample, it is the usual practice for a 
lending bank to start a line with a 
base loan of, say, three dollars a head 
and then advance funds throughout 
the season as they are needed to 
carry the stock. As sheep, lambs and 
wool are sold, the returns are credited 
back against the loan and at the end 
of the season there is often a balance 
due on the initial loan, which carries 
forward into the next year. Every 
few years, a favorable market occurs 
and the operator cleans up his line. 
Production Credit Association practice 
is exactly the same as this with the 
difference that it is usually more liberal 
in the case of the initial loan (which is 
really a capital commitment) and that 


Credit and trust officers’ platform at the head office of First Security Bank, a $20,000,000 institution 
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George S. Eccles, whose progressive lending policies are expounded here. 


PCA rates are set at 5 per cent as 
against the 7 per cent usually charged 
by banks. These considerations of 
rate and liberality naturally bring 
many loans to the PCA. But I think 
it fair to say that generally the loans 
that the PCA gets are what were 
excess credits at the time they were 
taken on, and which the local bank 
would not make anyway. I base this 
opinion on our record of being able to 
hold our live stock lines, our experi- 
ence showing that borrowers prefer 
our service, which is quick and flexible, 
to that of the PCA despite the fact of 
its low rate. 

Now as to the possibilities of our 
making long-term bank loans for com- 
mercial purposes in co-operation with 
the Reconstruction Finance Corpora- 
tion. This is a field that has always 
been closed to the country bank. The 
business usually came in slices too big 
for the country bank to handle on a 
long-term basis. Under recent RFC 
policy this is no longer true. For 
example, we recently originated a 
mortgage loan for something over 
$100,000. The RFC agreed to take 
7D per cent of the total, if we would 
take the other 25 per cent. On the 
latter portion we get a 6 per cent 
rate, while on the former the borrower 
pays 4 and we can carry as much or 
as little of this last as we wish at 
314 percent. Also, under this arrange- 
ment we have the privilege of dropping 
the 314 per cent share at any time by 
turning it over to the RFC. As pay- 
ments are made by the borrower on 





loans of this type, they are pro-rated 
between the bank and the RFC hold- 
ings as the interests of each appear. 
The bank, of course, handles the serv- 
ice on the entire loan. This type of 
paper, it seems to me, can be used as a 
satisfactory substitute for some of the 
credits that used to fill up country 
bank loan pouches. Also loans of this 
type open to the country bank the field 
of capital underwriting, which has been 
largely closed to such banks in the past. 


1 WOULD be the last to suggest, how- 

ever, that any bank need drift along 
on the credits it can pick up here and 
there as a result of direct, or indirect, 
activities of the government in the 
bank loan field. There is a great deal 
of paper in country districts which 
local banks can find. One small bank 
that I know of is completely loaned 
up on a deposit line of $600,000 and is 
turning over a loan volume of about 
$150,000 a month. Proportionately, 
we can’t claim any such record, but 
on the other hand we have found many 
loan opportunities in fields not previ- 
ously touched by banks or in those 
where credit techniques can be im- 
proved. 

For the latter case take the matter 
of cannery financing, which is pri- 
marily an inventory operation. In 
some instances a trusteeship set up 
through the lending bank’s own trust 
department works well here. Under 
this a trust agreement is drawn 
between the trust department and the 
cannery, covering the cannery inven- 
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tory, which passes under the trust 
department’s control through the nam- 
ing of a custodian. The trustee then 
issues collateral trust notes in the 
amount of the loan to the cannery and 
these are sold into the commercial 
side of the bank. The trust agreement 
provides for collateral substitution 
under supervision of the custodian, 
who as an employee of the trust depart- 
ment, is of course, covered by the 
bank’s blanket bond. — For instance, 
if we start the agreement with 100,000 
cases of tomatoes, the agreement will 
provide that, as these are shipped, 
invoices can be substituted for them. 
As the invoices are paid, the resulting 
cash comes in under the agreement 
and then goes out to retire the out- 
standing trust notes on a pro-rata 
basis. The notes issued under this 
procedure are in relatively small 
denominations and, if the full line is 
excessive for one bank to carry, a 
part of them can be sold to other 
banks. This same method has been 
used for a long time by automobile 
finance companies, which collateralize 
the original note of the individual 
automobile buyer by pledging it under 
a trust agreement against which trust 
certificates are sold. Nor is_ this 
technique applicable only in the case 
of canneries and automobiles. It can 
be used elsewhere, as in the case of 
lumber, which moves through various 
stages of dressing and _ seasoning 
between production and marketing. 
Under a trust agreement the execution 
See LOAN OPPORTUNITIES—Page 28 
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A Manual for the 


INDIVIDUAL BANK 


HE preparation of manuals cover- 

ing functions and policies has 

become rather commonplace in 
the office management of many types 
of private enterprises, but for some 
reason we find but few banks that have 
undertaken this important step. 

Yet in what type of enterprise 
would a guide book of uniform proce- 
dure serve a more useful purpose than 
in banking? It would seem that uni- 
formity of understanding and proce- 
dure is desirable in the bank of 6 em- 
ployees, as well as in the bank of 60 or 
600 employees. 

There now appears to be a growing 
recognition of this fact, as evidenced 
by the current interest among bankers 
on the subject of manuals of procedure 
covering the internal operations olf 
individual banks. The merits of such 
books are frequently referred to in 
discussions of bank customer rela- 
lions, and improvements in operating 
control. 

Undoubtedly, a manual which has 
been carefully planned and prepared 
will go far toward accomplishing the 
following results: 

(1) A well-informed staff to 
the bank’s customers. 

(2) A better working knowledge of 
specific functions. 

(3) Uniformity of interpretation and 
harmony of action. 


serve 


The bank finds that a written guide exemplified 


By 


O. B. LOVELL 


Comptroller, The First National Bank of Madison, Madison, Wisconsin 


As a means of improving bank customer relations and 


operating efficiency, there is a growing recognition 


of the value of bank manuals covering the functions 


and policies of individual institutions. 


Here’s how 


one bank utilizes such a manual to marked advantage 


(4) Safeguards which serve to mini- 
mize losses. 

Let us examine these four objectives 
a little more closely. On the first 
score, it is perhaps needless to remind 
banker readers of the importance of 
maintaining a well-informed staff. All 
of us have at one time or another, 
many times in fact, been confronted 
with questions about banking or cer- 
tain banking services being rendered. 
These questions have arisen at the 
tellers’ windows, at the golf club, and 
at the bridge table. The bank officer, 
teller, bookkeeper and stenographer 
have all had banking questions put to 
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them by customers, and non-customers 
as well. It therefore behooves all ot 
us to acquire at least a speaking 
knowledge, if not a working knowledge, 
of the various functions and services 
which the bank is expected to perform. 

Second, a better working knowledge 
of specific functions is likewise 1 impor- 
tant to insure the greatest efficienc\ 
and production on the part of any 
employee or group of employees. There 
is always a right way and a wrong 
way of doing a thing. There is only 
one best way, however, and if a bank 
has found it through past experience 
it should be reduced to writing and 
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Management takes a keen interest in the manual. 


Discussing it, left to right, 


are Cashier R. H. Marshall, 


Comptroller O. B. Lovell, President T. R. Hefty and Vice-President J. H. Stephan 


made the standard for all to follow. 
The manual of procedure should be 
the guide to proper performance as 
well as full understanding. 

Third, a bank may have devoted 
ever so much time and study to its 
internal procedure, and have deter- 
mined upon wise courses to follow 
under certain situations. It may have 
taken great pains, orally, to inform 
each and every member of the staff 
about their respective functions, and 
rules to be followed. Unless, how- 
ever, these findings have been reduced 
to writing and placed in the hands of 
those who are concerned, there can be 


no assurance of continued uniformity 
of interpretation and harmony of 
action. Much time may be lost in 
prolonged discussions by employees 
of the proper method to be followed 
or treatment to be applied in a given 
instance. Some of these discussions 
may even result in heated arguments 
and ill-feeling. These contingencies 
are largely obviated by the use of a 
written guide. 


AS to the fourth objective, the ques- 
““ tion of protection may in itself 
justify the undertaking of a_ bank 
manual. It is said that an ounce of 


hd misunderstandings, and enables employees to serve the banking public more intelligently 


prevention is worth a pound of cure. 
The prevention of loss due to careless, 
ill-defined procedure covering cash and 
securities, for example, may alone 
compensate the bank many times over 
for its effort in manualizing these 
important functions. The value of 
well-defined procedure which also 
limits and minimizes the risk is, of 
course, incalculable. 

It has been suggested that a story 
be written covering the experience of 
The First National Bank of Madison, 
Wisconsin, in compiling its 168-page 
manual which was first made available 
to its entire staff in March, 1937. 
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This master index indicates the scope, nature and arrangement of the Manual’s contents 


For several months preceding, a dili- 
gent search was conducted by this 
bank for suggestions as to how to 
compile the material and organize the 
same to insure its most effective use. 
This search took us into the city and 
university libraries, where very little 
was found bearing directly upon the 
construction of a complete’ bank 
manual. We corresponded with metro- 
politan banks in the East and Middle 
West and found only departmental or 
functional applications. With assist- 


ance from these sources, however, plus 
the urge to place in the hands of our 
personnel a convenient means for 
acquiring a more thorough knowledge 
of the bank, its aims and functions, 
we undertook the building of a manual 
along the lines hereinafter described. 

The nucleus for a manual of proce- 
dure can very well be an assembly of 
the various instruction bulletins that 
are issued from time to time. These 
can be classified as to departments or 
functions concerned, and indexed to 
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facilitate ready reference by the vari- 
ous members of the bank’s staff. In- 
struction bulletins should be prepared 
currently in such manner as will per- 
mit filing them in logical order in a 
master assembly of such bulletins. 
To do this, it is necessary that each 
subject be treated in a separate bulle- 
tin so that it can be filed in a loose 
leaf compilation. 

It is well to avoid too much reading 
matter about small details. Do not 

See A MANUAL FOR THE BANK—Page 30 


The manual has come to be regarded as the central source of information on procedure 
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Banking as Viewed 


trom \NWasHINGTON 


+ * * *§ * 


x * x * + 


x * * x * 


By HEN RY D. RALPH y Washington Correspondent 


Legislative Outlook for this 
Session of Congress 


Little legislation specifically affect- 
ing banks is expected to be enacted by 
the present session of Congress in the 
next few weeks, but the calendars of 
both House and Senate contain a 
number of general measures of great 
interest to banks as well as to other 
businesses. 

The probability is that bank legisla- 
tion will pile up behind the special 
investigation of banking and monetary 
policies now being made by the Senate 
committee on banking and currency, 
and that unless some particular meas- 
ure is signaled out for special attention 
all bank bills of any importance will 
await the findings of the committee. 

Actual start of the banking com- 
mittee’s investigation was delayed by 
the outbreak of the European war 
which raised questions of foreign cur- 
rency fluctuation, international gold 
movements, flight of capital, and 
similar problems. The special session 
on the neutrality law made it necessary 
to postpone hearings until after the 
holidays. Monetary and_ business 
conditions may alter the course of the 
investigation after it is under way, but 
as projected it will be a broad study 
of underlying problems affecting the 
policies of the Federal Government 
more than the operations of commercial 
banks, and will cover such matters as 
the Federal debt and its influence on 
domestic business conditions, Federal 
Reserve Board powers and _ policies 
in relation to currency, credit and 
control of inflation, consolidation or 
co-ordination of the Federal agencies 
concerned with money, credit and 
banking, control of excess reserves, 
problems growing out of the Treasury’s 
gold and silver purchase programs, 
and similar matters. Proposals for a 
managed currency, a commodity dol- 
lar, and monetary authority, and for 
regulating business conditions through 











EMIL SCHRAM, R. F. C. Chairman 


. Opposes new Government machinery 
for loans to small business 


currency manipulation may also be 
given a hearing. 

A year ago the Federal Reserve 
Board noted the growing popular 
interest in revolutionary theories which 
would upset the entire present banking 
and credit machinery, and suggested 
that Congress should be prepared to 
consider them intelligently. The princi- 
pal duty of the Senate committee, 
imposed by the resolution authorizing 
the investigation, is to consider and 
recommend a national monetary and 
banking policy and the character of 
governmental machinery best calcu- 
lated to carry out such a policy. It is 
of course quite possible that out of 
investigation may develop a rather 
general revision of the banking laws, 


and this might affect banking routine 
considerably, but in its early stages 
the study is expected to be confined 
largely to underlying theories and 
policies. 

While it is expected that most bank 
legislation will await results of the 
study, an exception may be the new 
Mead bill to provide additional credit 
and working capital to smaller busi- 
ness enterprises, introduced at the 
close’ of the special session last fall. 
The bill is something of a compromise 
among the variety of plans for fur- 
nishing more business credit which 
rivaled for Congressional attention 
last year, and Senator James M. Mead 
of New York has announced his deter- 
mination to press for early considera- 
tion. The measure appears to have 
much support from the administration, 
but an indication that this support is 
not unanimous was recently given in a 
radio address by Emil Schram, chair- 
man of the Reconstruction Finance 
Corporation, in which he declared that 
the present plan of the RFC in making 
business loans, either alone or in 
co-operation with banks, is capable of 
filling all legitimate credit needs. 

The bulk of the session is expected 
to be given over to the consideration 
of general legislation affecting all busi- 
ness, much of this being taken up 
where it was dropped at the end of the 
regular session in August. The general 
expectation is that Congress will not 
adopt new economic experiments or 
drastic regulatory measures. A _ tax 
bill has been under consideration by a 
House sub-committee for some weeks 
and the Treasury has prepared much 
material for use in a general revision 
of the revenue laws, but whether or 
not the administration leaders will 
seek to revise taxes this year has not 
yet been decided definitely. Appropri- 
ations are expected to be curtailed 
somewhat, except for national defense 
purposes, so that-there will be at least 
a gesture toward reducing the deficit, 
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Buying food stamps at Rochester, N. Y., scene of efforts to simplify 
the method of handling stamps by banks 


but even so the debt probably will 
approach uncomfortably near the stat- 
utory limit before the end of the next 
fiscal year. 

Revision of the wages and hours 
law is one of the first things scheduled 
for consideration, and at this writing 
the outlook is for some amendment to 
exempt white-collar workers from the 
hours limitation provided they receive 
a stipulated minimum monthly salary, 
a provision of great importance to 
banks. Revision of the labor relations 
act is also a possibility, though proba- 
bly not in the direction of limiting the 
extent of its application to businesses 
which may be ruled in interstate com- 
merce. The question of whether banks 
are so engaged and therefore subject to 
the act is now before the courts for 
determination. A House investigation 
of the conduct of the National Labor 
Relations Board may delay action on 
bills to amend the act. 

Three pending measures which 
caused much controvery last year 
and are expected to do so again if 
pressed are also of considerable interest 
to bankers. These are the so-called 
spend-lend bill to finance “‘self-liqui- 
dating’”’ public and semi-public works; 
the bill to double the lending capacity 
of the United States Housing Au- 
thority; and the bill to enlarge the 


powers of the Federal Home Loan 
Bank system. 
a . ° 


Working Out Food Stamp 
Plan in Rochester 


Bankers throughout the country are 
vitally concerned in the negotiations 
now going on in Rochester, N. Y., 
between local banks, grocers, business 
men, and officials of the Federal Sur- 
plus Commodities Corporation over 
the matter of a bank service charge 
for clearing the FSCC food stamp 
cards. 

The food stamp plan is now in 
operation in only 30 cities, but by 
July it will be in 125 to 150 cities. It 
is proving so popular with farmers, 
food dealers, persons on relief, welfare 
workers, and with Congress that it is 
considered inevitable that the scheme 
will be greatly expanded both geo- 
graphically and in the number of 
commodities covered. With this in 
prospect the precedent being worked 
out in Rochester takes on added 
significance. 

The charge question came up in 
November when the Rochester Clear- 
ing House Association announced that 
beginning December 1 all Rochester 
banks would impose a service charge 


of 1 per cent, or five cents per card 
bearing $5 worth of stamps, for clear- 
ing the stamps presented by grocers 
for collection. This action was im- 
mediately countered by a telegram 
from Milo Perkins, president of the 
FSCC, sent with the approval of 
Secretary of Agriculture Henry A 
Wallace, announcing that the food 
stamp plan would be discontinued in 
Rochester if the service charge went 
into effect. For a few days the situ- 
ation was deadlocked, but then the 
Clearing House announced that the 
charge would be deferred, and immedi- 
ately conferences started on ways ol 
reaching a permanent solution. As 
this issue of The Burroughs Clearing 
House went to press, conversations 
were proceeding along the lines of 
simplifying the procedure so that banks 
would be relieved of much of the work 
connected with handling the stamps, 
and Washington officials felt quite 
confident that a satisfactory system 
could be evolved. 

The stamp plan varies somewhat in 
different cities because it is still in the 
experimental stage, but the usual! 
procedure is to offer persons on relie! 
or employed on made-work projects 
the opportunity of taking part of their 
pay in special orange-colored stamps 
of 25-cent denomination. For each 
$1 worth of orange stamps the recipient 
is given free 50 cents worth of blue 
stamps of 25-cent denomination. In 
some cities the stamps are sold to 
persons on relief instead of being given 
in lieu of cash payments, and in others 
the stamps are also sold to persons 
not on relief but certified by welfare 
organizations as being of low income, 
but in every case the blue stamps are 
given free of charge as a bonus. The 
orange stamps may be exchanged in 
any grocery store for any food item 
(tobacco and liquor are excluded), 
while the blue stamps may be ex- 
changed only for those foods which 
from time to time are designated by 
the Department of Agriculture as 
surplus. 

The grocer pastes the stamps on 
cards supplied by the FSCC, 8% by 
11 inches in size, each holding twenty 
stamps and bearing a space for the 
grocer’s name and address. The filled 
cards, each valued at $5, are then 
cashed or deposited with the banks in 
the same manner as checks. The 
bank must examine the cards to see 
that stamps are properly affixed, 
check the grocer’s signature and ad- 
dress, examine the invoices which are 
submitted when more than one card 
is deposited at a time, and make out 
a report listing the cards handled. 
The cards are then taken or mailed to 
the nearest office of the FSCC and a 
few days later the bank receives a 
Treasury check in payment.  Fre- 
quently the grocer is a customer of the 
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bank and may keep considerable sums 
on balance, but in other instances the 
grocer does not maintain an account 
and merely asks the bank to turn the 
stamps into cash at once. In either 
case, however, the Rochester banks 
felt that the transaction was costly 
and required a service charge. 

In addition to trying to simplify 
the procedure so that the banks will 
have less work to do, the FSCC 
officials are considering other means 
of clearing the stamps. Some of the 
chain groceries have suggested that 
they handle their own stamps and 
collect directly from the FSCC, and 
there is a_ possibility that smaller 
grocers could turn their stamps over 
to their wholesalers which in turn 
could collect from the FSCC or through 
the banks after combining large quanti- 
ties of stamp cards into single deposits. 
When the food stamp pian was first 
projected there was some consideration 
given to. making collections through 
the postoffice or through disbursing 
agents of the FSCC, but these sugges- 
tions have not been revived. 

The action of Rochester banks may 
prove to be of great service to banks 
elsewhere, through having forcibly 
called the matter to the attention of 
Washington officials. 


Sd S e 


Chairman Crowley Retir- 
ing from F.D.I.C. 


Appointment of a new chairman 
of the Federal Deposit Insurance Cor- 
poration probably will not be made by 
President Roosevelt for some weeks. 
Leo T. Crowley, who has been chair- 


LEO T. CROWLEY, F.D.1I.C. Chairman 


. will resign to head mid-western 
utility company 
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Dwellings Costing $2,500 or Under 
Financed Through Title I Loans 


The recently amended PHA regubstions governing new 
omic tooo hc Title T have apened a new, pre Fee Re 

field to lending institutions. A few of the many homes ~ 
conatructed: ‘rou such loans are uhustrated here 





man since the FDIC was organized, is 
resigning to become chairman of the 
board of the Standard Gas and Elec- 
tric Company with headquarters in 
Chicago, but he has agreed to retain 
his present post until he has completed 
a number of pending matters. 

Mr. Crowley was formerly president 
of the Wisconsin State Bank of Madi- 
son, Wis., and just prior to his appoint- 
ment to the FDIC he was regional 
director of the Farm Credit Adminis- 
tration with offices in St. Paul. He is 
personally given much of the credit 
for the formulation and_ successful 
execution of the policies of the FDIC, 
and has been particularly active in the 
program to prevent bank failures by 
eliminating and merging weak banks 
and by strengthening the capital of 
others by loans. 

+ e 2 


New F.H.A. Regulations 
for Low-Cost Homes 


New regulations of the Federal 
Housing Administration covering Title 
I loans for the construction of low-cost 
houses are a part of a series of changes 
and experiments designed to increase 
the construction of small dwellings. 

Ever since the FHA sanctioned dis- 
count loans for construction purposes 
—as distinguished from modernization 
and repair—the plan has found wide 
use in some localities and very little in 
others. The chief purpose of the new 
regulations is to make the plan more 
uniformly applicable and more widely 
acceptable. Under Title II of its act, 
the FHA issues insurance on the mort- 
gages of residences financed by banks 
or other lending institutions in con- 
formity with its regulations, and house 
specification and purchaser qualifica- 









Insured Mortgage Portfolio, November, 1939 
FHA plans fo raise construction standards and change interest basis on 
these Title | loans for low-cost homes 


tions are checked by the FHA before 
the insurance is written. Under Title 
I, banks can make fifteen-year loans up 
to $2,500 for the construction of 
houses which need meet only very 
broad standards. The houses are not 
inspected by FHA and the bank’s 
guarantee is only against loss up to 
10 per cent of the total of such loans 
made by it. 

One of the chief complaints of banks 
has been that Title I loans do not 
have the liquidity of Title II mort- 
gages, so the FHA has been endeavor- 
ing to have the Reconstruction Finance 
Corporation or one of its subsidiaries 
offer to purchase these loans from 
banks when they are in need of cash. 
To accomplish this it was found desir- 
able to raise construction standards 
somewhat in order that loans could 
not be made on shoddy and unsalable 
construction and unloaded upon the 
RFC to keep probable losses within 
the 10 per cent FHA guarantee. 

Another change considered desirable 
to the objective of sounder use of 
Title I construction loans is a change 
in the method of interest payment. 
Instead of an initial discount of $3.50 
per $100, which works out at an 
interest rate something in excess of 
6 per cent over a period of years, 
Title I loans for construction pur- 
poses (but not for remodeling and 
repair) will be put on a straight interest 
basis at a rate higher than the interest 
on Title II mortgages, plus a service 
charge for the bank and the bank’s 
insurance fee. Under plans which 
have been under negotiation with the 
RFC it is contemplated that the banks 
will retain a service charge on loans 
sold so that the bank will have an 
interest in seeing that the property 
continues on an income basis. 
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S well as we are able to define it, 
A our bank’s aim in audit and 
control procedures is to perfect 
our systems so that errors will be 
immediately detected, and the oppor- 
tunity for discrepancies reduced to a 
minimum. In a previous article* we 
have considered three of the principles 
upon which we base our effort at 
practically costless control that is 
within the means of a country bank. 
Before proceeding to examine the 
remaining principles and the methods 
growing out of them, it may be well 
to refresh ourselves by a mere listing 
of the preceding three. They are: 

1. Work done by an employee 
should be checked or audited by the 
employee who performs the next oper- 
ation in sequence. 

2. Send work through the bank in 
definite steps, with a control balance 
at every possible point enroute. 


*“Country Bank Auditing,” by Sheldon B. Cooper, The 
Burroughs Clearing House for December, 1939, page 9. 
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[nexpensive Auditing 
in a CountTRY Bank 


By 
SHELDON B. COOPER 


Cashier, Anderson Banking Company, 
Anderson, Indiana 


ll. A further examination of the methods by which 


this country bank achieves protection and control 


at low cost. 


Many of the auditing procedures are 


readily applicable to banks of virtually any size 


3. Divide the responsibility for dif- 
ferent operations as far as can be done 
economically. Then definitely assign 
each bit of responsibility to the proper 
person. 

The next principle that we have 
found effective is a first cousin to those 





that have gone before. It might, 
with them, be called a member of the 
Divide and Control family of audit 
principles: 

4. Split custody of assets into units 
small enough so that there will always 
be dual control and also so that there 
will always be full insurance coverage 
for any possible unit loss. 

This is well exemplified in our han- 
dling of cash. We divide the cash, to 
divide the responsibility and to reduce 
the size of loss if anything untoward 
should occur within any single division 
of these assets. Our cash department 
is set up under an assistant cashier 
whose chief duty is cash control and 
supervision of tellers. As a first step, 
we impose a cash maximum on each 
teller. If he has a surplus at the close 
of business, or if at any time during 
the day he has reason to suspect that 
he is over —such as a large cash deposit 
received —he must immediately trans- 
fer the surplus back to the assistant 
cashier in charge of cash control. All 
cash in teller’s possession is considered 
till cash. 

The officer, in turn, has a limit on 
the amount of cash which ke may have 
in custody, which is considered vault 
cash. When he reaches his maximum, 
he in turn must transfer his surplus to 
another assistant cashier who sees 


Dormant account ledgers are acces- 
sible to bookkeepers only through 
junior officers 
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Auditor Maurice McGowan, standing, supervises the preparation of month-end statements 


that it actually gets into another vault. 
The effect of this procedure is to keep 
a strict limitation on the amount of 
cash outside the vault, and on the 
amount of cash in the custody of any 
one person. The maximum is set well 
below our blanket bond coverage, just 
to make sure that in the event of an 
overage we are still fully protected. 
But overages of any size or duration 
are not encouraged. Further details 
of our cash audits and controls will be 
taken up under succeeding principles 
in this article. 

Much the same sort of procedure is 
followed in handling securities. We 
hold down the hazard here by putting 
the custody with our Reserve city 
correspondent banks, and by restrict- 
ing the total securities in each within 
the limit of the bonding company 
coverage of our securities held in safe- 
keeping by others. We keep very few 
securities physically in our own bank. 
Thus we not only safeguard ourselves 
against any loss but also spread the 
possibility (should we actually face a 
loss) to amounts against which we are 
insured. This is, of course, just 
another version of our cash control 
method of limiting the amount in any 
one person’s control. 

o. Break the continuity of any one 
operator’s individual control over an 
operation. 

The most common example of this 
principle, and one that is found more 
generally in big city institutions than 
in country banks, is the enforced 
annual vacation. We insist that each 


officer and employee take a vacation 
of at least two weeks a year. The 
only defalcation we have ever had 
came because in just one place we 
violated one of our auditing principles 
and failed to split apart the sequence 
of operations in a single person’s hands. 
Consequently an error was carried 
over and covered up in the next oper- 
ation. This shortage came to light 
because of the enforced vacation, after 
eluding every other safeguard we had 
set up. 


"THE next most common example, 

which likewise is more usually found 
in large institutions than in small, is 
switching employees from their regular 
jobs and having others take over 
temporarily. In our cash control, for 
instance, we use three junior officers 
from upstairs departments and two 
from banking departments where they 
have nothing to do with cash custody. 
When the cashier and the auditor agree 
upon it, the five junior officers immedi- 
ately after the close of business take 
over the fifteen tellers’ cages. The 
newcomers check out the cash in each 
cage, move on to another cage. It 
takes about forty-five minutes for 
the five men to check out the fifteen 
cages. 

Particularly significant in such a 
transfer of duties is a check-up on any 
cash items the tellers may be carrying. 
In our bank no teller may carry any 
cash items without the initials of an 
officer. This means, of course, that 
any items which will not clear the 


sameé day require that the teller con- 
sult an officer as to disposition. 

Unexpected switches of employees 
are made in every place in the bank 
where it is feasible. For instance, a 
proof listing is made of each section 
of the deposit ledger at least every 
thirty days, by switching the book- 
keepers and then turning over the 
tapes to the auditor. 

Essentially the same thing is done 
in our monthly rush to get out state- 
ments. The method we use here is 
commonly used in many banks, but it 
may deserve brief explanation. On 
the evening of the last business day of 
each month, about twenty-five people 
stay as a special statement crew. Each 
bookkeeper is taken off his own sec- 
tion, and has no idea who will be 
assigned to it. And to avoid any 
temptation to carelessness due to the 
threshing-crew nature of the operation, 
each person initials the correctness of 
the statements and canceled checks 
he audits. 

6. Use surprise timing of check-up 
audits in conjunction with continuity 
of audit control. 

Our auditor has a list of surprise 
check-ups that he must make, and the 
approximate intervals for them. Some 
of these are the unexpected switches 
of personnel, such as with tellers and 
with bookkeepers. Others are such 
affairs as the surprise audits compris- 
ing actual verification of securities 
and safekeeping receipts for securities 
held by our city correspondents. Col- 
lateral is checked quarterly, but at no 
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expected time, for the quarterly income 
and expense, and asset and liability 
report to the directors. The auditor’s 
daily check-ups of proof and book- 
keeping departments fall in the same 
class. 

7. Exercise extra vigilance at points 
where trouble is recognized as peculi- 
arly likely to occur. 

Dormant accounts, for example. We 
give these special treatment. When 
any account fails to show activity for 
a year, it is removed from the active 
ledger to the dormant ledger. This 
dormant ledger is carried under an 
actual padlock in the vault, and a 
junior officer carries the key. The 
dormant ledger is not accessible to 
bookkeepers. When any activity ap- 
pears on a dormant account, it must 
be submitted to the officer in charge 
of this ledger. If the item is a debit 
which clears out the balance, the 
oflicer initials the check for charge to 
the dormant ledger account. If it 
looks as if the account is resuming 
activity, the officer makes the neces- 
sary blotter entries and these are 
picked up by the general bookkeeper. 
And, of course, the officer unlocks his 
padlock to remove the ledger sheet 
from the dormant ledger. 

Likewise, in the bookkeeping depart- 
ment we hold to a rule that no erasures 
are permitted on a ledger. Corrections 
must be made with additional post- 
ings. Likewise, all corrections must 
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be entered on the bookkeepers’ correc- 
tion sheet and initialed by the super- 
visor. Besides plugging a hole through 
which a good many shortages have 
occurred in banks, this procedure has 
an operating advantage. It gives us 
an accuracy record on the bookkeeper, 
so that we know how well he is 
progressing toward the standards that 
we require of an experienced man. 


NOTHER point that we watch with 
unusual care is registered mail. 
Until a few years ago we followed the 
ordinary small bank procedure, which 
is to have the postoffice messenger 
sign for registered mail and hand it 
around when he got to the bank. 
What opened our eyes to the possi- 
bility of loss was an occurrence when 
the messenger remembered signing for 
a registered letter that one officer had 
been awaiting. The messenger said 
he had placed the letter on the officer’s 
desk. The officer had never seen it. 
Finally it developed that another 
officer, seeing the letter and recognizing 
it, had removed it and put it into the 
channels for which it was eventually 
intended. But if a comparatively 
unimportant registered letter could 
thus be mislaid, how about a bond 
shipment or something of equal value? 
Now it is the duty of one of our 
junior officers to make the registered 
mail stops at the postoffice, and no 
one else is allowed to sign there for the 





bank. When he comes to the bank 
with his registered letters, he per- 
sonally delivers them to the individuals 
for whom they are intended. He takes 
a receipt for each. The person who 
receives it has the responsibility for 
putting the item on the books. Thus 
we have a full record of all registered 
mail, and avoid mysterious disappear- 
ances. 

8. Audit directly those items which 
cannot advantageously be handled as 
incidental to operating routines. 

Our auditor is directly responsible 
to the board of directors. He makes 
to them a quarterly report. But also 
he submits copies of the report to the 
president and to the cashier. 

Indiana banking law requires also 
that the directors make their own 
annual audit, or else employ outside 
accountants to make an audit. Our 
directors elect to employ outside 
auditors, who come in annually and 
give us a thoroughgoing inspection, 
after which they report to the directors. 

In the routine of operations, there 
are dozens of places where the bank’s 
own auditor makes regular check-ups. 
The biggest of these regular tasks, 
the daily sampling of proof and book- 
keeping departments, uses up an 
amount of his time. And there are 
good-sized jobs at less frequent inter- 
vals. Loan and discount interest is 
one of these larger duties. It is 
checked 100 per cent at the end of 
each month by actual audit, which 
takes the auditor and an assisting clerk 
a couple of days. And the auditor, 
working with an assistant cashier who 
is not a loaning officer, actually checks 
the portfolio against the liability 
ledger. 

Another sizable task devolving upon 
the auditor is keeping a card ledger of 
all securities owned, with coupon 
dates and rates. Most of our interest 
is collected by the safekeeping corre- 
spondent banks, which then send us 
advices. As an advice ticket or actual 
coupon collection is credited, the audi- 
tor audits this against his card ledger. 

Again, service charges are calcu- 
lated by the bookkeepers, each calcu- 
lating his own section of the ledger 
and rechecking the service charges 
calculated by another bookkeeper. 
The auditor makes a sampling audit 
from each section, then approves the 
charges so that the bookkeepers can 
proceed to the actual ledger entries. 

Another regular chore for the auditor 
is a quarterly audit of income and 
expense for each of our departments. 
The manager of each department first 

See INEXPENSIVE AUDITING—Page 32 


Surplus cash above a fixed maxi- 
mum is transferred from tellers’ 
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RISTO RYTI 
FRANK W. BLALOCK 


VICTOR H. ROSSETTI 





E. CHESTER GERSTEN 


PERCY H. JOHNSTON 


G. W. FRAKER 


RISTO RYTI .. . When Premier Aimo Cajander of Finland resigned at the 
outbreak of Russian hostilities, the man selected to take his place of extreme responsi- 
bility was the 50-year-old president of the Bank of Finland, Risto Ryti. He heads 
a new cabinet, appointed in the hope that it would be able to reach an armistice with 
Russia. When this failed, Premier Ryti stoutly declared: ‘We will fight alone and 


FRANK W. BLALOCK ... Mr. Blalock, formerly executive vice-president, 
was recently elected president of the Fulton National Bank, Atlanta, Ga., to succeed 
Ryburn G. Clay who resigned because of ill health. Clarence Haverty was elected 
chairman of the board. Mr. Blalock has been associated with the Fulton National! 


Bank for more than 20 years. 


VICTOR H. ROSSETTI ... For the third 
consecutive year, Mr. Rossetti, president of Farmers & 
Merchants National Bank, has been elected president of 
the Los Angeles Clearing House Association. George M. 
Wallace, president of Security-First National Bank, has 
been re-named vice-president of the association. 


PERCY H. JOHNSTON ... The 37th presi- 
dent of the New York Clearing House Association is 
Percy H. Johnston, chairman of the Chemical Bank & 
Trust Company, who was elected at the 86th annual 
meeting of the association. Mr. Johnston was president 
of the Chemical Bank from 1920-1935, and has been 
chairman since 1931. 


E. CHESTER GERSTEN .. . Banking leaders 
from all sections of the country attended the 26th 
annual Bankers Forum Dinner of the New York A. I. B. 
Chapter, which was presided over by E. Chester Gersten, 
president of The Public National Bank and Trust 
Company of New York. Guests of honor were Robert M1 
Hanes, president of the American Bankers Association, 
and Joseph E. Hughes, president of the New York State 
Bankers Association. 


VERMILYE MEDAL... In acknowledgment of 
“his brilliant work in executive management in industry,” 
Lewis H. Brown, president of the Johns-Manville Cor- 
poration, is shown below receiving the Vermilye Medal 
from the donor, William M. Vermilye, a vice-president 
of The National City Bank of New York. The ceremony 
took place recently at the Franklin Institute of Phila- 
delphia. Looking on is George W. Fraker, also vice- 
president of The National City Bank of New York. 


W. M. VERMILYE L. H. BROWN 
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NLIKE almost any other type 
of banking, village banking is 


a personal business. The princi- 
ples of running various-sized banks 
are substantially everywhere the same 
but whereas the city banker or even 
the country banker may know his cus- 
tomers only by name or by reputation, 
the village banker’s job is to know 
them all personally and to act as their 
friend and counsellor in fields that are 
often far removed from banking. Thus 
in the generation that I have been at 
Halfway I have conducted funerals 
in the role of Master Mason, have acted 
as arbitrator in differences that have 
arisen between neighbors and have 
struggled with the delicate aspects of 
family troubles, with both husband 
and wife asking for advice. 

' Halfway, as you may have guessed, 
is not large. Although organized as a 
city it has a population of less than 
500, and the Pine Valley region of 
Baker County which it serves as a 
trading center is not exactly what you 
would call thickly populated, either. 
Hence it is natural enough for us to 
know and watch over our customers. 
I say “watch over’ advisedly, because 
from the window of the First National 
Bank, which is located on one angle of 
what might be called a public square, 
I can spot anyone who comes to town. 
If I want to see the visitor about any- 
thing, I watch to see what store he 
goes to and then call on the telephone 
and ask him to come over to the bank. 
I have been told that I should install a 
loud speaker and I guess it would work. 

Because of the village banker’s per- 
sonal knowledge of his customers and 
the size of the community in which he 
operates, it follows his loan pouch 
may at times include unusual types of 
banking paper. We have made loans 
to boys to buy suits for their gradu- 
ations and to girls for the purchase of 
dresses. Recently we lent a farmer’s 
wife $100 to buy a stove, the loan to 
be repaid out of the proceeds from her 
chickens. To another woman we made 
a loan of $40 for wearing apparel. The 
smallest loan we have made was for $5. 
At the other end of the scale, our legal 
limit as this is written is $3,950, and 
so that is the largest loan we make. 
In the case of personal loans, unless 
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The Business of 


VILLAGE BANKING 


By 
W. W. EVANS 


Vice-president and Cashier, First National Bank, 
Halfway, Oregon 


The writers’s main job is to operate a sound and a 
profitable bank ...which he does very successfully. 


But he is also friend and counsellor in his small 


community to many folks on all manner of personal 


problems. 


the borrower has a particularly good 
reputation we require an endorsement. 
In the same way we handle accounts 
receivable for local merchants. The 
merchant will take a note from his 
customer and guarantee it. We then 
discount it for him and follow through 
on the plan of payment. We don’t 
make a practice of making automobile 
loans. but we take them for some of 
our customers. 

Of course, Halfway and its territory 


He finds it’s fun being a village banker 


being a farming community, our chief 
loan source is the farmer. I believe 
that a note to a local farmer, secured 
by live stock on a two to one basis, is 
better for a small country bank to hold 
than anything else, including govern- 
ment bonds. Notes of this character 
pulled us through in 1932. To show 
what happened to us then, our deposits 
went down from about $200,000 at the 
end of 1928 to just about $50,000 in 
the middle of 1932. In the same period 





Interior of the bank, with Mr. Evans at the left window 
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Halfway, a rural trading center in eastern Oregon, has a population of less than 500 


our loans reduced from $140,000 to 
$60,000. But if we had rediscounted 
what the bank examiner said was 
eligible for rediscount, and added our 
cash and securities, we could have paid 
our depositors in full. Indeed, we 
actually did rediscount $30,000 in the 
summer of 1932 and we were able to 
pay it off according to schedule in 
October. That ought to demonstrate 
pretty well the soundness of farmer 
paper. 

All our loans, for whatever purpose, 


are handled on one of two folded note 
forms. On one side of the fold is the 
note, which the borrower signs. On 
the other is a ruled up space for a 
record of payments and, in the case of 
a personal loan, a space for an endorse- 
ment. The inside of the folded form 
is used for memoranda, and in the case 
of a live stock loan there is a space 
ruled up for both the owner’s and our 
inspector’s valuation of the collateral 
live stock. When these forms are 
completed we have everything that 





Farm loans constitute the major source of the bank's income 


we need all in one place and we find 
it a big help to be able to pull out a 
note when it comes due and show the 
customer just what he said when he 
signed it. You see, we don’t like 
renewals and it seems to me that 75 per 
cent of banking troubles come from 
the renewal habit. Also, on this 
general subject of credit, we took a 
solemn obligation some years ago that 
we would never permit another over- 
draft. We explain to our customers 
that if they are entitled to credit we’ll 
make them a loan, but if they are not 
we won’t pay out some other cus- 
tomer’s funds to pay their checks. 
They get the point and only two of 
them lost their tempers with us (for 
that cause) in fifteen years. 


HE question may come up as to how 

much money there is to be made 
in this kind of banking. As I have 
told some people who objected to our 
service charges, “we stopped working 
for nothing a long time ago.” Our 
figures show that, year in and year out, 
our results have been satisfactory. 

In the past ten years our best year, 
which now looks to be only slightly 
above normal for us, showed a total 
income of $13,413.27. Of this about 
a third went for salaries and another 
third for all other operating expense, 
including interest that we paid. That 
left about a third, or $4,512.06 to be 
exact, for depreciation, losses on loans, 
dividends and surplus. The depreci- 
ation ilem took up a $1,000 and our 

See VILLAGE BANKING—Page 32 
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CANADIAN BANKING 








By JAMES MONTAGNES 


New President of the Canadian 
Bankers’ Association 


A banker who will celebrate a half- 
century in banking on June 6, 1940, 
has been elected president of the 
Canadian Bankers’ Association for the 
next two years. Harry F. Patterson, 
vice-president and general manager of 
the Bank of Nova Scotia, who joined 
that organization as a junior at the age 
of fifteen, now holds the highest post in 
Canadian banking. . He assumed the 
duties of his office on December 1. 

Vice-presidents elected are F. H. 
Marsh, general manager, Bank of 
Toronto, Toronto; Charles St. Pierre, 
general manager, Banque Canadienne 
Nationale, Montreal; H. T. Jaffray, 
general manager, Imperial Bank of 
Canada, Toronto; and G. W. Spinney, 
joint general manager, Bank of Mon- 
treal, Montreal. 

Mr. Patterson has been a banker all 
his life. He has learned his banking 
from the ground up, the hard way. 
He has climbed from junior to account- 
ant, to branch manager, to foreign 
agency manager, to head office execu- 
tive, to assistant general manager and 
to the general managership. His main 


interest in life, aside from his family, 
has been his work in the bank. He 
holds no directorships in commercial 
or other financial organizations. His 
only outside positions have been with 
the Canadian Bankers’ Association, of 





HARRY F. PATTERSON 


. new president of the Canadian 
Bankers’ Association 


which he was vice-president last term, 
and the Canadian Chamber of Com- 
merce at whose sessions he has presided 
as a vice-president for the past few 
years. 

The new president will have close 
supervision of the activities of the 
Canadian Bankers’ Association, for 
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following his election to office at 
Montreal on November 9, 1939, the 
offices of the association moved to 
Toronto on December 1, taking quar- 
ters at the head office of the Bank of 
Nova Scotia. Mr. Patterson brings 
to the presidency a great knowledge of 
international finance and foreign affairs. 
a considerable asset in these troublous 
war days. He has made a specialty of 
reading everything available on inter- 
national finance and banking, and 
keeping posted on economic develop- 
ments throughout the world. In fact 
he is so omnivorous a reader on finan- 
cial and banking subjects that he 
takes home with him most evenings for 
fireside study a batch of periodicals 
and bulletins which reach him daily 
from the four corners of the world. 
His reading is a lifelong habit, includ- 
ing in addition to financial subjects 
many of the important biographies 
written. 

Harry Patterson’s staff have the 
greatest confidence in him. They like 
him exceedingly, for he is always 
available to them. Having progressed 
up the banking ladder he knows the 
problems of each successive stage. 
He is a prodigious worker, and gets 
through an amazing amount of work 
in a day. He likes best to solve a 
difficult eredit problem. 

Because he feels that a bank’s main 


See CANADIAN BANKING—Page 33 


Mr. Patterson is general manager of the Bank of Nova Scotia. 
Below are shown two views of the bank’s head office at Halifax 
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OURT DECISIONS... 


Danger of mixing personal transactions with bank business ...How best to 
handle notice of dishonor... Legal considerations in the transfer of bank 


stock .. . Bank’s liability for endorsement on a note subsequent to forgery 


Transaction by Vice-President 

The advisability of insisting that a 
bank officer shall have no personal 
transactions even remotely associated 
with the business of the bank, is again 
suggested by a recent Kansas case. 

There a bank sued the maker of a 
note of which the bank was payee. 
The defense made was that there had 
been absolutely no consideration given 
for the note. The maker said that the 
note had been given directly to the 
bank in payment of shares of the 
bank’s stock. It was conceded that 
the shares of stock had never been 
delivered. The question was then 
raised as to whether the maker of the 
note had dealt with the bank or with 
its vice-president in his personal ca- 
pacity. The maker contended his 
dealings had been directly with the 
bank in the alleged stock transaction 
in which the note was given. 

The bank’s vice-president testified 
that he personally owned the stock 
which was being sold to the maker of 
the note and that while the note was 
made payable to the bank, the vice- 
president took credit for it in his 
personal account and endorsed on the 
note a guarantee of its payment. It 
appeared that the maker knew nothing 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


of the way in which that part of the 
transaction was handled or of the 
endorsement made on the note by the 
vice president. 

The Supreme Court of Kansas took 
the view that the transaction was not 
a personal one between the maker and 
the vice-president but a transaction of 
the maker directly with the bank in 
which he had not received the bank 
stock for which the note was given. 

“It is clear from testimony on 
behalf of the maker,” said the court, 
“that he was dealing with the bank, 
purchasing its stock from the bank. 
More than that, the court is not re- 
quired to give credence to the self- 
serving testimony of the vice-president 
to the contrary.” 

Personal transactions between a 
bank’s officials and third parties may 
be entirely legitimate, but if the bank 
ultimately becomes entangled with 
them, there’s a risk that a court or 
jury may brand the thing as an un- 


savory “inside job,” and the bank 
loses. Such an interpretation may be 
unfair, but it is a definite hazard in 
such transactions. (First National 
Bank vs. Wilson, 94 Pacific Reporter, 
Second Series, 315.) 


e e ° 


Notice to Endorser 


It’s both a convenience and some- 
times a valuable protection to a bank 
to have in a note a waiver of present- 
ment and notice by the endorser. In 
a recent Oklahoma suit against an 
endorser on a note, it was contended 
that although there had been no 
notice of dishonor to the endorser, he 
had in fact waived such notice. The 
note accompanied a mortgage and was 
made payable after a period of years, 
but provided for the payment of 
interest semi-annually and contained 
the following provision: “It is ex- 
pressly agreed that if default be made 
in payment of any interest coupon or 
in case of failure to perform any of 
the covenants contained in the mort- 
gage securing said note, then at the 
option of the legal holder hereof the 
said principal sum, with the interest 

See COURT DECISIONS—Page 36 
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Service — Maintaining an 
intimate, personalized corre- 
spondent bank service. 


: Experience—Officials with 
years of service in this field, 
assuring a knowledge of re- 
quirements and valuable -as- 
sistance. 


Poliey — To cooperate with 
out-of-town banks rather than’ 
compete for business which is 
rightfully theirs. 
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The BOOKLET COUNTER 








Booklets listed below are offered without charge or obligation to bank officers 
and other executives, through the co-operation of nationally-known institu- 


tions. 


Address your requests, on your bank or company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


MANUAL OF RECORD STORAGE 
PRACTICE ... Results of a national survey 
on the question: How long should office 
records be kept? Thousands of question- 
naires were sent out and the replies were sum- 
marized into a chart showing the length of 
time 71 commonly used records are being 
retained by modern American business. There 
is also a description of a serial numbering 
method of indexing that facilitates ready 
reference to stored records. 


YEAR-END REVIEW OF THE BOND 
MARKET ... A factual summary of impor- 
tant developments in the bond market during 
1939, prepared by a leading investment house. 


BANK INSURANCE CHECK-LIST...An 
extensive outline of the various types of 
insurance policies for banks, and the hazards 
which they cover. Also a reprint of an address 
by St. James La Plac, treasurer, Savings 
Bank Trust Company, New York, on the 
subject: ‘‘Are We Providing Adequate 
Insurance from a Protective Angle?”’ 31 pages. 


HOW TO GET MORE BUSINESS .. 
Ideas for improving rental properties to 
obtain larger incomes and increased values, 
through the installation of modern structural 
glass fronts. Illustrated with numerous 
“before and after” pictures, showing re- 
modeling projects and their costs. Should be 
helpful in solving the problem of out-dated 
realty holdings, or in making recommenda- 
tions to prospective customers for moderniza- 
tion loans. 27 pages. 


Booklets Still Available 


PLANNING YOUR LETTERHEAD .. 
An attractive portfolio containing specimens 
of actual bank letterheads and a helpful 
pamphlet pointing out things to consider in 
planning, designing and printing distinctive 
letterheads and envelopes, including some eye- 
opening cost statistics. Business executives 
will also be sent letterhead specimens appli- 
cable to their particular fields. 


LOAN OFFICERS’ QUESTIONNAIRE ON 
FIELD WAREHOUSING .. . Utilizing the 
question and answer method, the president 
of a leading field warehousing company out- 
lines the pitfalls to be avoided, as well as the 
advantages to be derived, by banks in making 
loans backed by field warehouse receipts. 
12 pages. 


NEW ENGLAND TRENDS ... This 38- 
page monograph compiled by a Boston bank 
contains a wealth of interesting information 
on 24 primary factors in the economic and 
social life of New England, each supplemented 
by a graph showing the trend over recent 
years. A useful guide in gauging the market 
and financial possibilities of this section. 


NEWS FOR THE PUBLIC—IDEAS FOR 
BUSINESS .. . This is the title of a brochure 


In writing to advertisers please mention The Burroughs Clearing House 


DETROIT, MICHIGAN 


which, by means of photographs and text, 
depicts a post office service department 
development of considerable interest to banks 
and business firms. It illustrates a method 
for saving time, money and postage. 


WHAT DOES THE HUMAN VOICE 
LOOK LIKE? .. . Sound waves are repro- 
duced in this unusual booklet to show how 
easily the spoken word can be misunderstood, 
thereby changing completely the meaning of 
a sentence. The purpose of the booklet is to 
reveal how costly errors resulting from oral 
communications can be avoided, through 
equipment which transmits written messages. 


BUSINESS FORMS ... Here’s a fine op- 
portunity to check your own forms against 
the many excellent suggestions for improving 
form design incorporated in this 8-page folder. 
Illustrated are numerous sample forms which 
embody these recommendations, and a chart 
of 25 questions to facilitate a check-up of the 
bank’s present records. 


MINIMIZING TAXES .. . Sample of a 
quarterly letter on taxation of income and 
estates, which presents in non-technical 
language tax changes and important court 
decisions that may affect the will, trusts or 
life insurance of the individual. This service 
is offered to one bank or trust company in a 
city, for exclusive distribution. 


MORTGAGE LOAN ADVERTISING ... 
This booklet reproduces 25 newspaper ad- 
vertisements which were most effective in 
promoting mortgage loan business for The 
Dime Savings Bank of Brooklyn, N. Y. 
Especially noteworthy is the clarity with 
which the amortized plan, as contrasted with 
the old-style mortgage, is described. 


INSURANCE PREMIUM FINANCING 
BY BANKS .. . Description of a plan 
for financing insurance premiums through in- 
stallment loans, which has been adopted by 
many banks. All fire and casualty companies 
have approved this arrangement whereby 
banks are enabled to extend credit at favor- 
able interest rates with virtually no risk. 


INCREASING PROFITS FROM PER- 
SONAL LOANS ...A 12-page booklet by 
the pioneer and largest underwriter of per- 
sonal loan insurance. It describes how to 
obtain the best results from protecting loans 
with insurance on borrowers’ lives. 


LIGHT THE WAY TO EFFICIENT 
OPERATIONS . . . This 14-page booklet 
contains photographs of attractive and digni- 
fied illuminated glass signs used by financial 
institutions to make it easier for customers to 
do business with them. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS .. . An eight-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 
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A The Brandt Coin Counting & Packaging Machine is truly MODEL CA 
g an ALL-AMERICAN from the standpoint of its widespread (Hand Operated) 
. use as well as its performance. Counts coins continuously into coin 
: t bags or other receptacles, or in set 
“s It is used by banks of all sizes ranging from large New York City . quantities of 10, 15, 20, etc., up to 50 
banks to small banks in rural communities with populations as low for packaging. 
as 400 persons. 
a 
: The ALL-AMERICAN Brandt Coin Counting & Packaging 
< Machine has been most enthusiastically praised by many banks of 
or all sizes that have installed this equipment. To have such widespread 
pa use and endorsement the machine must have ALL-AMERICAN 
qualities—and it does. It has tremendous speed—it is absolutely 
accurate—and is outstandingly sturdy. It saves hours of labor, a 
i great many dollars in expense and will give years of top-notch per- 
” formance without service attention. 
"1 Give this ALL-AMERICAN an opportunity to score for you! ! 
th Place it in your bank for trial without cost or obligation of any kind 
th and with the understanding that it will be removed just as cheerfully 
as placed should you decide not to purchase. Use the coupon below MODEL CB 
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Department B-1, Watertown, Wisconsin 
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al , 
We are also interested in Brandt: 
hangi ; - ; ; ' 
- Automatic Cashiers (paying and changing) {_] Automatic Cashiers (_] Coin Wrappers & Bill Straps 
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(CONTINUED FROM PAGE 11) 

ol! a single trust is all that is necessary 
for the entire process, because the 
custodian of the trust is on the job to 
follow the product. What we really do 
theoretically under this arrangement 
is take the bank’s vault out into the 
field and put the borrower’s collateral 
in it and, although both the Federal 
Reserve and the Comptroller’s office 
lirst questioned the procedure, both 
agencies have now accepted it as 
satisfactory. 
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Up to this point I have talked more 
about commercial credits than about 
consumer credits. Yet the latter are 
fully as important as the former, if for 
no other reason than that there is a 
tremendous demand for them as we 
have found through the operation of 
departments for personal loans, auto- 
mobile loans and equipment financing. 
For the latter, we were among the 
first, if not the first, in the Mountain 
and Inter-Mountain territory to make 
them and when the FHA dropped 
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OPPORTUNITIES 


insurance of equipment loans under 
Title I of the old Act, the record had 
been so good that we kept right on 
making such advances under our own 
plan. We have found that an aggres- 
sive sales policy will develop a very 
good volume of modernization loans 
under FHA Title I with a very satis- 
factory rate of return. 

Real estate financing is also a 
lucrative outlet for bank funds. Not 
only is this true in the case of housing 
loans insurable under the FHA, but 
as regards good commercial property 
loans as well. Country banks have 
let the insurance companies pre-empt 
this type of lending in the past, but 
we have found that the country bank 
need not let the insurance companies 
keep it. All we need do is to meet the 
rate that the insurance companies are 
willing to accept. True the 4% per 
cent rate on housing loans under FH.\ 
Title II seems a very low rate to all 
of us, but the insurance on the loans 
and the outlet for disposal of these 
mortgages makes these loans attractive 
and a real source for employing our 
funds. 


ANP that once again brings up the 

question of interest rates. The rates 
we used to get were predicated, or at 
least they should have been, on two 
factors. First,.we had to suppose a 
certain amount of loss and a part of 
every 7 and 8 per cent return should, 
logically, have been set aside to absorb 
this. Hence as you set up machinery 
to obviate losses, such as the FHA in 
housing loans and the Commodity 
Credit Corporation’s guaranteed paper 
in some commodity loans, you can 
naturally cut down your rate and still 
come out as well, over a period oi 
years, as you did before. That is only 
simple arithmetic. 

Beyond this, when we were getting 
7 and 8 per cent returns on our loans 
we were paying fancy prices for our 
deposits. Savings funds cost us 4 per 
cent and demand deposits and public 
funds cost the bank as much as 2 per 
cent at times. Our savings rate is now 
down to 2 per cent (less than that on 
large balances) and we are prohibited 
from paying anything on demand 
deposits and public funds. Thus we 
can sell our money for less, because it 
costs us less. Exactly the same profit 
comes out of lending 2 per cent money 
at 6 as used to result from lending 
4 per cent money at 8. I think it is 


very important that we face the 
situation as it is. That is low interest 
rates, minimum demand for credit, 


and the outlook for continued low 
rates for a long time to come. Cer- 
tainly with the tremendous excess 
reserves in the banks today and the 
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ERE’S a new, 28-page book that 

you should see. It’s crammed 
full of photographs, facts, figures of 
interest to every merchant who wants 
to build his business. It shows you 
how Pittco Store Fronts have been 
used to remodel stores of every de- 
scription in every section of the coun- 









FREE STORE FRONT BOOK TELLS 
® How toincrease revenues from 


unproductive properties 


® How to make properties better 


looking—inside and out 


®How to lower maintenance 


And contains 12 full-color illus- 
trations of outstanding store 
front designs as displayed at 
the New York World’s Fair. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 


"PITTSBURGH sland fot Lully 
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4 New Book You Nee 


try . . . tells, in many instances, 
definite business increases that have 
resulted from Pittco remodeling. And 
a special insert shows, in full color, 12 
World’s Fair store front models, illus- 
trating new styles, techniques, ma- 
terials and designs. 


You owe it to yourself... and to 
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your business . . . to read the many 
money-making ideas this new book 
offers. Send the coupon—now. Your 
copy will be sent you absolutely 
without obligation. 
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Class 


Pittsburgh Plate Glass Company 
2327 Grant Bldg., Pittsburgh, Pa. 

Please send me, without obligation, your new book 
entitled ‘How to Get More Business.”’ 


Name 





Street 





City State 











In writing to advertisers please mention The Burroughs Clearing House 








30 











HOW LONG SHOULD 
BUSINESS RECORDS 
BE KEPT? 


How can you store records econom- 
ically, safely, and keep them 
readily available ? 


NEW-FREE 
BOOKLETS 
HELP ANSWER THESE QUESTIONS 


SE anvai of Record- 
Storage Practice” tabulates 
results of nation-wide sur- 
cot es vey on accepted storage 

"A periods for 71 types of 
(a \ records: Outlines index- 
\ ing and reference meth- 
ods followed by lead- 
ing business firms. 
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EB odernized Record 
Storage” Illustrates and 
describes the most eco- 

nomical and efficient 

equipment for storing 
and filing various 
kinds of business 
records. 


SENT FREE! A request on your letterhead 


* will bring these booklets to 
your desk without cost or obligation. Address: 


BANKERS BOX CO. 


536 So. Clark St (Established 1918) Chicago, Iilinois 
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large reservoir of credit that is avail- 
able we are not going to see any 
pick-up in rates for a long time. In 
fact I think there will continue to be 
pressure for rate reduction. So with 
this picture we cannot afford to hold 
back on credit extension merely be- 
cause of the low rate of return, and 
hold our funds idle waiting for rate 
improvement. We must cut our costs, 
explore new sources of revenue, and 
operate on the rates that are available 
by increasing our credit where possible. 

Thus at First Security Bank we 


° 


would like to make more loans than 
we are now making at present rates. 
I think we will make more as we 
become better acquainted with the 
technique of searching out borrowers 
rather than following the traditional 
policy that they must seek us. When 
one looks around and sees the houses 
and factories that need to be built 
and equipped, it certainly seems as 
though there should be no lack of 
demand for bank credit. All we have 
to do is find the demand and make 
it bankable. 
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A MANUAL FOR THE BANK 


(CONTINUED FROM PAGE 14) 


try to cover every act or movement, 
but stick to important details. Some 
errors become personnel matters rather 
than the subject for a new bulletin. 
While an occurrence may give occasion 
for a bulletin, do not get personal or 
appear to be rubbing it in. Keep 
bulletins on a dignified plane, and do 
not send them to ‘the whole staff just 
because someone made an error. Keep 
instructions clear, concise, and brief. 
Avoid the use of the word ‘“‘must’’; the 
word “should” will seem less dicta- 
torial. 














of the result. 


with less work and expense. 
requirements. 





The beautiful new ‘business home” of the Hancock Savings and 
Loan Co., Findlay, Ohio, was equipped by Globe-Wernicke. 


YOU CAN BE PROUD OF THIS FINE 
CUSTOM BUILT BUSINESS EQUIPMENT 


Let us help plan the modernization of your business home and you, too, will be proud 
Years of experience, unusual production facilities, and a staff of engi- 
neers and architects enable us to combine stock and special wood and/or steel equip- 
ment that creates an effect of dignity and beauty, while speeding up business routine 
Each installation is custom-built to meet individual 


Consult our local dealer or write direct to us for more information about recent installa- 
tions of Globe-Wernicke equipment and how we can serve you. 





She Globe-Wernicke Co. . . . CINCINNATI, o. 











When writing instructions, it is 
important to seek the advice and 
criticisms of department heads and 
other key men. They are close to the 
operations and can do much to insure 
acceptable and practical written in- 
structions. Get them to agree on the 
best procedure and thus gain their 
continued support. With a few guid- 
ing suggestions, the department head 
might be asked to undertake an out- 
line of the entire procedure and neces- 
sary rules governing his division. His 
pride of authorship, and the oppor- 
tunity to present original ideas and see 
them adopted as part of a master 
manual governing the entire organiza- 


| tion, will guarantee his loyal and con- 


structive support of the undertaking. 


OUR book is 8% by 11 inches in size 

and is in loose leaf form, bound in 
pliable yet durable pressboard covers. 
The written material is mimeographed 
with the exception of an organiza- 
tion chart and another chart showing 
the travels of a bank check, these 
being photographic reproductions. The 
manual begins with a complete master 
index (reproduced on page 14), show- 
ing the contents by sections. There is 
also an index for each section, pre- 
pared in more detail and arranged 
alphabetically, to expedite reference 
to specific instructions. Omitting page 
numbers, the following is an example 
of the contents of one sectional index, 
which will suggest to the reader the 
manner in which the various functions 
of departments have been covered: 


COMMERCIAL ACCOUNTING 
OPERATIONS 


Commercial Accounting Functions: 
(Introduction), Checks on Us, Local 
Clearings, Out-of-town Checks. 

Interior Proof System: Analyzing 
Deposits, Batch System, Bookkeepers’ 
Credits, Controls, Daily Report — 
Summary Sheet, Deposit Changes, 
Equipment, Interior Proving System, 
Outgoing Clearings, Proof Department 
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Operations, Routing Checks Through 
a Bank, Sorts. 

Bookkeeping Department: Activity — 
Source of, Account Information, Com- 
munication, Daily Reports, Daily 
Routine, Filing, Miscellaneous Instruc- 
tions, Photographing, Proof of Ledgers, 
Return Items, Routing Checks Through 
a Bank, Single-Posting Plan, Signa- 
tures, Statement Checking, Stop-Pay- 
ment Requests. 

Return Items: Chargebacks, Clear- 
ing —Return Items, Clearing Returns, 
Disposition of Return Items, Sight 
Drafts, Procedure — Rules of, Protesta- 
ble Items, Returns and Collections, 
Routine — Daily, Source of Items. 

Transit Items: Accounting, Air Mail 
and Express, Cash Letters, Endorsing, 
Exchange, Express and Postage Rates, 
Filing, Handling, Indexing, Instruc- 
tions for Transit Clerks, Item Count, 
Listing, Par Lists, Postage and Express 
Rates, Photographing, Routing Checks 
Through a Bank, Shipping, Sorting, 
Source of Items, Time Schedule. 

Analysis: Activity —Posting of, 
Audit of Exchange, Average Balances, 
Business Accounts, Check Imprinting, 
Closed Accounts, Coupon Activity, 
Deposited Items Returned, Exchange, 
Float, Insufficient Funds, Insurance — 
Public Funds, Lists—Activity, Mail 
Advices, Margins—Statement, New 
Accounts, N. S. F. Checks, Overdrafts, 
Personal Accounts, Public Fund Ac- 
counts, Report —Insured Funds, Stop- 
Payment Service. 

The manual was prepared in sections 
according to banking functions with 
the original idea of making up a 
separate book for each department, 
containing instructions pertaining only 
to the department, accompanied by 
sections on the history of the bank, 
organization, and other general infor- 
mation and rules. It was soon 
decided, however, that there would be 


considerable value in making available | 


to each member of the organization 
the complete manual of operations, in 
order that each one might become 
acquainted in some degree with the 
other functions of the bank as well as 
those of his own department. 


HEN the manual was finally com- 

pleted and the books were made 
ready for distribution to the members of 
our organization, each copy was given 
anidentification number. All such num- 
bered copies were listed in order on a 
sheet, and alongside was obtained the 
Signature of each person receiving a 
book. A copy was furnished to each 
officer and department head; in several 
instances, extra copies have been given 
department heads in order that they 
can issue them to members of their 
departments and still retain control 
over them. Owing to the confidential 
nature of certain sections of the 
manual, our people are asked to guard 





its use carefully. They understand 
that it is the property of the bank and 
is being loaned for their information 
and guidance. The following letter 
was addressed to each recipient with 
the view of further dignifying its 
purpose: 

“You have been asked to receipt 
for a copy of the bank’s manual of 
procedure which is loaned to you. You 
are expected to account for this copy 
and keep the same up to date as to 
new matter or other changes, as revi- 
sions are made from time to time. All 
copies are numbered and controlled 
for this reason. 


“TE is hoped that this book will serve 

an important purpose in acquainting 
you and members of your department 
with facts concerning the bank and its 
accepted procedure. You are asked to 
familiarize yourself first with the 
information contained in the sections 
which particularly concern you in your 
present work. Other sections of the 
manual will be found interesting and 
instructive. Your attention is espe- 
cially directed to the foreword by the 
President appearing in the manual on 
pages 17 and 116. 

“Suggestions for improvement, addi- 
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tions or corrections will be very wel- 
come. First take them up with your 
department head and he in turn will 
refer them to the Comptroller.” 

Revisions from time to time are per- 
mitted by reason of the loose leaf form 
of the book. Our experience thus far 
leads us to believe that a very careful 
review and revision should be made not 
less often than once a year. This 
depends somewhat, of course, upon 
the number and importance of the 
changes which have transpired. 

The officers and employees of the 
bank have learned to regard the manual 
as the central source of information 
on procedure. The cashier holds 
periodic meetings of tellers and other 
groups, using the manual as a guide 
for their instruction. The personnel 
officer often finds it convenient and 
expedient to refer to the rules given 
in the manual when dealing with 
employees. The employees them- 
selves have learned to depend upon it 
for guidance when a question of 
procedure arises. Without doubt, the 
entire staff has gained a more uniform 
understanding of the various functions 
of the bank, and are thus able to 
serve the banking public more intel- 
ligently. 
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GREATER SERVICE-GREATER PROFIT 


For Your 


PERSONAL LOAN DEPARTMENT 


The Vee Bee System of Insured personal loans offers you a 
way of serving all the worthy borrowers of your community— 


profitably and safely. 


The Vee Bee Service Company offers to banks a service, 
practical and proven, which in effect enables the average indi- 
vidual to lift his security qualifications to meet the credit require- 
ments set by banks simply by his payment of a small surety fee. 

During the last six months of 1939 forty-one banks have 
installed the Vee Bee System. Their operation is conclusively 
proving that the Vee Bee System opens a wider field of service 


with safety and with profit. 


For descriptive brochure No. 8, write 


Vee Bee Service Company 


Cotton Exchange Building 
MEMPHIS, TENN. 
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BUSINESS OF VILLAGE BANKING 


(CONTINUED FROM PAGE 23) account for about 75 per cent of our 
dividend that year was $1,506 or 6 per earnings. This indicates that we keep 
cent on our capital. In our worst away from securities as much as pos- 
year since 1929, although our total sible. It seems to me that for a small 
income was cut down to less than bank like the First National of Half- 
$7,000 and we had to take charge-offs way to float its future on low interest- 
of nearly $900, we ended up with ared bearing securities is like inoculating 
ink figure for the year of less than $300. oneself with cancer and then trying to 
Of our total income, our service charges wash the malady away. In addition, 
and exchange amount to more than’ taking the money away from local 
our interest on bonds and other securi- _ enterprise is like letting the home folks 
ties. Most of our income comes from dry up and blow away. 
loans and discounts, which usually That last, incidentally, has never 





HOW TO AVOID BURYING 
r\S YOUR DEAD RECORD 


Your permanent and _ inactive ; ao 
FILES records can now be made as 
ARE MADE TO FIT readily accessible and well pro- 
YOUR OWN FORMS tected as your active files. It is 
no longer necessary to bury dead 
records in unwieldy, hard-to- 
identify bundles or cartons to 
reduce the cost of long-time record filing. A-S-E DS Files 
provide the advantages of custom-built steel files at a cost no 
greater than that of cardboard boxes and shelving. 
\-S-E Dead Storage Files keep old records clean, safe, legible 
and permanently safe. Savings in time and space are effected. 
Individual units may be added as needed. A-S-E DS Files can 
‘he stacked safely as high as desired. Steel DS Files require no 
upkeep—will last as long as your building and can be used over 
and over again for temporary filing. 
DS files are made only by All-Steel-Equip Company. Write 
for the new illustrated folder; or ask to have an A-S-E Repre- 
sentative show you a sample—no obligation. 
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ALL-STEEL-EQUIP COMPANY, INCORPORATED 





911 KENSINGTON AVENUE AURORA, ILLINOIS 





DECLARE A DIVIDEND of convenience and 
eustomer satisfaction — with 
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Handi-pen , 

p (not a fountain pen) 
— ON EVERY DESK 
Here's your best investment in better employee and 
customer relations. Just pick up the popular Handi- 
pen, and it writes—instantly, smoothly. The point 
rests in fresh ink (a year’s supply in one filling)! 
Ends refilling nuisance. No bother and strain of 
constant dipping, clogging, flooding. Low ink bills. 
$2.50 to $45.00—including beautiful Deluxe sets 
for executives. HP-5 illus., $4.00. Write today 
for Handi-pen on 10-day free trial. 
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cracks, and save money, too—with 
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this 24” chain 
and adhesive feet ! Address 
atadditionalcost Jj 
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been the rule in Halfway. The men 
who came here in the early days to 
establish our first industries in the 
1880’s did not go away and take the 
money they had made with them. 
They were always loyal to Pine Valley 
and that fact has had much to do 
with the successful operation of the 
First National Bank. The bank and 
its customers are mutually loyal. 
Banking in such a community is a 
pleasure and, even if our income 
account does not indicate any great 
amount of wealth, we have a lot of 
fun. A good deal of the fun comes 
from what might be called our extra- 
curricular activities, for the First Na- 
tional Bank is more than a bank ... it 
is also a kind of joint treasurer’s oflice 
for a good many local activities. 

For example, I act as secretary- 
treasurer of the cattle association and 
take care of the payment of range fees, 
association dues and other matters 
incident to that line of business. | 
also am _ secretary-treasurer of the 
local telephone company and handle 
the collection of rentals. I have been 
city treasurer for fifteen years, and as 
clerk keep the records of the Union 
High School District. Beyond this, 
and among other things, I act as 
notary public and as agent for most 
lines of insurance. All of these jobs 
fit into the banking business, of course, 
because essentially village banking 
boils down to village financial manage- 
ment. Because we keep the bank’s 
books, folks expect us to keep other 
sets of books as well. We'd be glad 
to do this, even if we didn’t like to, 
which we do, because it is good public 
relations. Good public relations come 
from just two things: fairness to all 
with special privilege to none, and 
everyday activities co-operatively per- 
formed. We try to do both. 
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INEXPENSIVE 
AUDITING 


(CONTINUED FROM PAGE 20) 


submits to the auditor a complete 
statement of income and expense for 
the quarter. The auditor then takes 
whatever time is necessary to go back 
to the department and audit the 
manager’s statement. The general 
books already carry the department’s 
assets and liabilities, and so the auditor 
checks these against the books. - 

The auditor likewise audits the 
reconcilements of statements from 
correspondent banks. Advices of re- 
concilements to correspondent banks 
are initialed by the auditor before they 
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go to an officer (who does not issue 
drafts) for rechecking and _ official 
signature. 

Finally, the auditor has the responsi- 
bility for making up the bank’s tax 
returns and other reports to super- 
vising bodies. These reports require 
the cashier’s signature, of course. 

Here, in as brief a statement as 
possible, is the complete explanation 
of our auditing as it is based upon the 
eight principles outlined in this and 
the preceding article. As was pointed 
out in the very beginning, we have 
never had any firm conviction thatour 
system is a world-beater. It is some- 
thing that has gradually evolved to fit 
the requirements of a small bank which 
could not afford all the refinements of 


auditing that a metropolitan bank can | 
indulge in, and which at the same | 


time was alert to the need for good 
auditing and control. And, to repeat 
again, we hardly believe that other 
banks will find it practicable merely 
to take over bodily any of the methods 
herein described. But we do suspect 
that by adapting our principles and 
methods to their individual require- 


ments, they may find some inexpensive | 


ways to tighten control. 
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CANADIAN 
BANKING 


(CONTINUED FROM PAGE 24) 


function is to provide money for 
finance and industry, it follows that 
for him banking practice and banking 
methods must follow the developments 
of the country in this regard. The 
Bank of Nova Scotia was founded in 
1830, and has expanded with the 
development of Canada, not only 
inside the Dominion, but outside the 
Dominion, as Canada has become the 
fifth trading nation of the world. With 
a total of 300 branches, the Bank of 
Nova Scotia today has 39 branches in 
foreign countries, principally in North 
America. 

Harry Patterson also believes that 


a bank should not be involved in | 
another business. Thus if one of the | 
bank’s customers gets into difficulties, | 
Mr. Patterson contends that the bank | 


should not appoint a banker as 
manager, but should pick out a com- 
petent authority in that business, and 
then persuade the customer to hire 
that man to put his business into good 
financial shape again. 

_ The new president is a great believer 
in getting to know at first hand his 
customers and potential customers, 
even further, his fellow Canadians. 
This he has been able to do as he 
traveled from one part of the Do- 
Minion to the other in his various 
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Which da YOU choose... 











| 

|.. the lowest cost PAPER 

| .. or the lowest cost WORK? 
| 


A trifle saved by using ledger paper not good enough for the 
purpose is truly “‘paper profit’’. For the slight gain often 
means a serious loss of the smooth, efficient, accurate per- 
formance essential for low cost account and record keeping. 


WAVERLY LEDGER, a Weston Paper, is made especially 
for hard working and important accounting forms and rec- 
ords. It has the strength and durability of 85°% rag content 
combined with a perfectly finished surface that keeps records 
neat, legible and in excellent condition. 


Put your next order of forms on WAVERLY LEDGER. You’ll 
soon be an ardent WAVERLY booster. 
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and Sterling. 
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appointments in the Bank of Nova 
Scotia’s service, and also by taking 
frequent trips in recent years to 
mingle and mix with the people of 
urban and rural communities. He is 
thus able to keep a close contact with 
public thought, an important asset for 
a man in his post as head of one of the 
Dominion’s largest banks. 

His one son, Robert, has followed in 
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his father’s footsteps, working his way 
up in the bank, and has progressed to 
an accountant’s post at an important 
Toronto branch. 

Mr. Patterson has the distinction of 
seldom missing a day from the bank 
because of sickness in his nearly fifty 
years of banking. As an aid to keep- 
ing his health he plays a good game 
of golf. He likes a game of bridge, 
from time to time, an _ occasional 
symphony concert and a good play. 
There are always dogs around his 
home, and he has a fondness for 
flowers. 

Mr. Patterson’s first banking experi- 
ence was at Campbellton, N. B., only 
a short distance from his birthplace at 
Petitcodiac, N. B. His first manager- 
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Chir-Vue COIN WRAPPERS 


Clear-Vue patented coin wrappers are proving their worth in banks all 


over the country. 





They are unlike any other coin wrapper available 


in that you have perfect visibility of al/ coins wrapped. Wrong denomi- 
nations and spurious coins and slugs are quickly detected. Their 
construction also eliminates fraudulent re-use or misuse of names. 


Clear-Vue Wrappers are made of a tough cellulose material that offers 
a resistance to tearing, and accidental breakage is practically elimi- 
nated. They are priced comparable with the old style kraft wrappers. . 
, Decide for yourself. Send for FREE samples today 
and thoroughly test them for all the protective 
features that only CLEAR-VUE can give. 


THE STECK COMPANY 
213 Ninth Street, AUSTIN, TEXAS 
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Tailor Made Any Size— 
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24 Gauge Steel-Green or Brown . . . Inter- 
locked vertical and horizontal . . . Follower 
supports run on track in drawer or parti- 
tioned compartments... Drawer Stops 
that never fail... Celluloid covered steel 
card case ... GUARANTEED... . Recom- 
mended by leading banks. 
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Bank Supplies Since 1914 
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ship was at Newcastle, N. B., in 1905. 
fifteen years after joining the Bank of 
Nova Scotia. For five years, 1906-11, 
he was assistant manager of the bank’s 
branch at Chicago, then followed a 
year in that capacity at Toronto, then 
manager for two years at the Ottawa 
branch. From 1914 to 1921 he was 
the Bank of Nova Scotia’s agent in 
New York, and on his return to 
Toronto he became superintendent of 
branches, assistant general manager 
two years later, general manager in 
1934, and vice-president in 1937. 
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War Halts Plan for Operation of 
Central Mortgage Bank 


Because Canada is now at war 
the Central Mortgage Bank (The 
Burroughs Clearing House, July, 1939) 
will not start operations, Finance 
Minister James L. Ralston, has an- 


| nounced at Ottawa. 


| ister Ralston stated. 








**A fundamental factor in the mort- 
gage bank scheme is the revaluation 
of mortgage properties,” Finance Min- 
“In the opinion 
of the government, the existing state 
of war and the uncertainties regarding 
the effect which war may have on 
incomes and real estate values make 
conditions so abnormal and unstable 
that it would be impracticable at the 
present time to make, with any degree 
of assurance, valuations that would 
provide an equitable and permanent 
basis for sound debtor-creditor rela- 
tionships. 

“There is the further consideration 
that the adjustments contemplated by 
the act involve the use of the national 
credit on a substantial scale, and this 
also seems undesirable in view of the 
very heavy present and prospective 
demands upon the national resources 
for war purposes. 

“The government therefore feels 
that it is not in the public interest for 
the Central Mortgage Bank to com- 
mence active operations at the present 
time.” 

The Central Mortgage Bank Act, 
however, will not be repealed, and the 
bank will retain its corporate structure 
and, as opportunity offers, will be in a 
position to pursue certain phases of its 
activities, particularly research and 
investigation respecting loans on real 
estate security. 

« * 7 


Some Highlights of the 
Annual Reports 


Increased deposits, increased loans 
and slight increases in net profits fea- 
ture the annual statements of the 
Imperial. Bank of Canada and the 
Canadian Bank of Commerce for the 
year ending October 31, 1939. A 


sharp rise in current loans and a further 


expansion in assets is reported by 
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Barclays Bank (Canada) for the year 
ending September 30. 

The annual statement of the Ca- 
nadian Bank of Commerce shows 
deposits up by nearly $85,000,000 to 
$662,708,426; current loans up by 
over $38,000,000, mainly in advances 
to move this year’s bumper crops and 
also as a result of improved general 
business, bringing current loans and 
discounts up to $255,989,769; net 
profits of $2,938,105, as compared to 
$2,648,975 for an eleven-month annual 
statement period in 1938. The report 
also shows quick assets to total liabili- 
ties of 65 per cent. 

The Imperial Bank of Canada re- 
ported total deposits of $161,570,752, 
an increase of $20,000,000 over 1938. 
Current loans increased nearly $6,000,- 
000 to $64,080,745, while net profits 
after deductions for taxation, contri- 
butions to staff pensions and guarantee 
funds, amounted to $966,259 as com- 
pared to $961,343 in 1938. There was 
a ratio of quick assets to total liabili- 
ties of approximately 67 per cent. 


[NX his presidential address at the 65th 

annual meeting of the Imperial 
Bank of Canada at Toronto, November 
22, 1939, A. E. Phipps made the 
following interesting comparison of 
the bank’s. present business and 
Canada’s growth with that disclosed 
by the first annual report made during 
the last war: 

“T have with me the annual balance 
sheet of the bank dated April 30th, 
1915. It informs me that at that time 
the total assets of the bank were 
$75,000,000, compared with $187,000,- 
000 at the present time. We then had 
current account deposits of less than 
$8,000,000, as against $39,000,000 
now; our total deposits are now $161,- 
000,000 as against $55,000,000 then. 
Among the assets of the bank the 
changes are no less remarkable. Leav- 
ing aside the usual items of cash 
reserves, which are proportionate, the 
current and other loans which were 
then $48,000,000 now approximate 
$80,000,000. The holdings of Do- 
minion and Provincial Government 
securities in April, 1915, amounted to 
$666,000 compared with $70,000,000 
in October, 1939, while the total 
portfolio of the bank is now upwards 
of $77,000,000 compared with a mere 
$2,664,000 in 1915, remarkable evi- 
dence of the change which has taken 
place over past quarter of a century. 

“When we look at the Profit and 
Loss Statements a different picture is 
presented. In 1915 with only 40 per 
cent of the assets we have today the 
profits were $1,031,000 for the year, 
while now we report just under 
$1,000,000. Dividends were 12 per 
cent then, 10 per cent now. I may 
add that these changes do not appear 
to be different from the changes that 


= alias 








have occurred in the affairs of other 
Canadian chartered banks during the 
period. Modern conditions and keen 
competition coupled with the lower 
returns obtained on bonds in com- 
parison with current loans are responsi- 
ble for the reduction in the gross earn- 
ings, while higher expenses by way of 
increased salaries required by the 
improved standard of living coupled 
with heavy taxation of banks which 
in 1914-15 was practically non-existent 
and this year in our case amounts to 
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$325,000 (not including real estate and 
property taxes) have heavily affected 
the net.” 

An expansion of 8 per cent in assets, 
following increases of 21 and 20 per 
cent in the two preceding years, is 
disclosed in the tenth annual report 
of Barclays Bank (Canada). 

Loan business recorded a_ sharp 
improvement, up $854,056 or 52 per 
cent, to $2,509,617. Assets amount to 
$26,015,312, a new high record for the 
bank. 
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IdJeposits, both current and savings, 
and deposits outside Canada, gained 
in volume. Short-term government 
holdings were reduced and long-term 
holdings of Federal and Provincial 
governments were increased. Indi- 


(CONTINUED FROM PAGE 25) 


due and accrued thereon, shall become 
at once due and payable, without 
notice and may be collected at once.” 

Interpreting the legal effect of the 
words “‘without notice” the Supreme 
Court of Oklahoma said: 

“We think the phrase ‘without 
notice’ was inserted to have no other 
meaning than that the holder could 
elect to declare the whole sum due 
and payable without the necessity of 
giving notice that he was making such 
election. We find nothing in the words 
that would give him a greater import 
or would excuse the holder, after the 
election, from making proper present- 
ment and demand and giving timely 
notice of dishonor before suit, in order 
to charge the endorser.” 

If a bank wishes to be released of 
the legal duty of giving notice of dis- 
honor to an endorser, the endorser 
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New York—whether one is here 
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cated surplus at the end of the year 
was $10,950 against $9,506 last year. 
The bank does not report its earnings. 

Because of difficulty in collecting 
material, now that Canada is at war, 
the bank has decided to discontinue 
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COURT DECISIONS 


should be required to sign a waiver of 
presentment and notice in very specific 
language. (Fisher vs. Hoke, 94 Pacific 
Reporter, Second Series, 913.) 

° * 


Transfer of Bank Stock 

One of the features of a _ recent 
Federal case was the question of the 
manner in which national bank stock 
may be transferred. Pointing out the 
controlling law on this subject, the 
Federal District Court said: 

“The negotiability or transferable 
quality of the stock of a national bank 
depends upon the laws of the United 
States and cannot be controlled by 
state statutes and decisions, although 
the legal capacity or power of a par- 
ticular person to make a disposition 
or transfer of such stock may be 
governed by state law. 

**National bank stock is, as a general 
rule, salable and transferable at the 
will of the owner the same as any other 
personal property, and the directors 
or stockholders cannot control the 
right of the stockholder to make an 
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for the present publication of its 
Monthly Trade Report, a world-wide 
report gathered by the various mem- 
bers of the Barclays banking groups 
throughout the British Empire, France 
and Italy. 
















absolute sale of his stock to any person 
capable of purchasing and holding it 
and of assuming the liability of the 
transferor with respect thereto, re- 
gardless of the fact that the transferor 
is indebted to the bank. 

“While the manner of the transfer 
can be prescribed by the by-laws or 
articles of association, such authority 
can be exercised only to prescribe 
conditions which are essential to the 
protection of the association against 
transfers which are fraudulent or 
which may be designed to evade the 
just responsibility of the stockholder. 

‘Regulations or conditions so pre- 
scribed are operative only for the 
benefit of the corporation, its stock- 
holders and its creditors, and as to all 
other parties, a transfer of such stock 
which is good at common law is good 
under the Federal statute. 

*“As between the parties the title 
to stock is transferred by the seller’s 
delivery of his certificate thereof to 
the purchaser, endorsed or signed in 
the usual manner, without more; and 
either party may then compel the 
registration and transfer of the stock 
on the books of the bank. Also a 
pledge of national bank stock as 
collateral security may be effected by 
a delivery or assignment of the certili- 
cate without a compliance with record- 
ing or other requirements.”’ (Equitable 
vs. Moore, 29 Federal Supplement, 179.) 

e * o 


Endorsements Subsequent to 
Forgery 

That a forged endorsement of the 
payee’s name on a check creates 
complications for subsequent endorsers 
is pointed out in a recent Federal case. 
There a series of checks on which the 
payee’s endorsement had been forged, 
were deposited with a bank for collec- 
tion. The depositary bank endorsed 
the checks “pay any bank or banker” 
and deposited them in another bank. 
Ultimately these checks were paid by 
the drawee bank. Some of the checks 
carried several endorsements by the 
time they were presented for payment. 

Upon discovery that the payee’s 
endorsements were forged, the drawee 
bank, ignoring the intervening en- 
dorsements, brought suit for the 


amount of the checks against the 
depositary bank. 
Discussing the rights and liabilities 
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of endorsers in such circumstances the 
Federal court said: 

“Even without an express guaranty 
of prior endorsements, a drawee who 
pays a check without knowledge that 
an essential endorsement has been 
forged, may recover from either the 
holder paid or a prior endorser, if 
guilty of no negligence that is injurious 
to the defendant after discovery of the 
forgery. Many courts, allowing a 
drawee to recover against the holder 
paid, have said that such holder 
impliedly warrants the genuineness of 
all prior endorsements. 

“When the drawee has paid the last 
holder, to whom the implied warranty 
clearly extends, and elects to proceed 
against a prior endorser, it should be 
in no worse position than the last 
holder would have been, had the 
drawee recovered from it. Even those 
who criticize the implied warranty 
theory upon which recovery is allowed 
against the last holder, concede that 
the drawee may recover from such 
party as for money paid under mistake 
of fact. In such event, the last holder 
may recover from any prior endorser 
for breach of implied warranty. Each 
holder may also recover in turn from 
his endorser as for money paid under 
mistake of fact. In consequence, the 
loss will eventually rest upon the first 
endorser subsequent to the forged 
endorsement. Inasmuch, therefore, 
as the drawee is entitled to recover 
the money paid and the loss must 
ultimately fall upon the depositary 
bank, whose endorsement is the first 
subsequent to the forged endorsement, 
direct recovery by the drawee bank 
from the depositary bank avoids un- 
necessary litigation and accords with 
authority.” 

Thus, where the endorsement of the 
depository bank is the first one subse- 
quent to the forged endorsement, the 
depositary bank will bear the loss. It 
is immaterial whether the depositary 
bank is sued directly by the drawee 
bank or whether there is a series of 
suits by one endorser against another 
until the depositary bank is sued by 
its immediate endorsee or transferee. 
(Security Savings Bank vs. First 
National Bank, 106 Federal Reporter, 
Second Series, 542.) 


° ¢ ° 


Note Canceled by Death 


The owner of a parcel of real estate 
entered into an agreement to sell it on 
installment payments. The buyer 
gave a series of notes for these pay- 
ments, and the agreement of purchase 
provided that if the seller should die 
at any time before the payments were 
completed the debt was to be con- 
sidered “paid in full.” 

At the time of the seller’s death 
everything had been paid except a 
balance of five hundred dollars repre- 


sented by a note for that amount. 
The holder of the note, who had 
obtained it from the seller before the 
latter’s death, sued the makers, who 
were also the purchasers under the 
agreement of purchase and sale of the 
real estate. Ruling that the note 
could not be enforced against the 
makers, the Ohio court said: 

“The parties had a legal right to 
enter into this kind of a contract if 
they so desired. We know of no 
reason why the seller could not enter 
into a contract to forgive the payment 
at some future time of one or more of 
the notes. If the plaintiff obtained 
the note after maturity he gained no 
superior right by its transfer to him. 
He is not in the position of an innocent 
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holder for value for he had knowledge 
of all the facts and circumstances of 
the transaction.” 

However, under the Negotiable In- 
struments Law, if the holder had 
acquired the note before maturity and 
had no notice or knowledge of the 
contract providing for the cancellation 
of the note at the death of the seller 
of the real estate he would probably 
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COMPACT—This new Burroughs fits any cage, 
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have been able to enforce the note as 
holder in due course. (Twyman vs. 
Wood, 22 Northeastern Reporter, 
Second Series, 495.) 
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Statute of Limitations 


Where a debtor on a note or other 
obligation seeks to avoid its enforce- 
ment at law by pleading that the 
obligation is outlawed by the running 
of the statute of limitations, banks 
and other creditors can sometimes 
avoid this defense by showing that the 
debtor has done something to “toll” 
the running of the statute—that is, 
has taken some action whose legal 
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effect is to stop the running of the time 
under the statute of limitations. 

Ordinarily, a payment on account 
is sufficient to toll the statute of 
limitations, but in Texas and some 
other states the law provides that there 
must be an acknowledgment of the 
debt in writing by the debtor in order 
to toll the running of the statute. The 
question raised in a recent Texas case 
was: What is a sufficient written 
acknowledgment to stop the running 
of the statute. 

It appeared that the debtor on a 
note had made semi-annual interest 
payments by check and several of 
these checks bore the notation “Int.” 
or “Int. on note.” 

The Supreme Court of Texas thought 
this interest notation was a sufficient 
acknowledgment in writing, to toll 
the running of the statute of limita- 
tions. Said the court: 

“The written statement made by 
the notation on the face of the check 
that the payment of the interest is 
being made on the note is an acknowl- 
edgment in writing of the existence of 
the debt evidenced by the note, and 
from the acknowledgment, in the 
absence of anything to the contrary in 
the writing, the law implies a promise 
to pay.” (First National Bank vs. 
Gamble, 132 Southwestern Reporter, 
Second Series, 100.) 


¢ > ° 


Consideration for Note 


A’s note was overdue and unpaid. 
To prevent threatened legal proceed- 
ings on A’s note, B gave his note to 
the holder of A’s note. Thereafter B 
went into bankruptcy and the referee 
denied the holder’s claim on B’s note 
on the ground that there was no con- 
sideration for it. 


The holder of B’s note appealed from 
the referee to the Federal Court. Dis- 
cussing this question of consideration 
for the note given under such circum- 
stances, the court said: 

“There would seem to be no dif- 
ference in result whether B’s note was 
given in payment of A’s note or was 
merely given as security for A’s note. 
If given in payment of A’s note the 
cancellation of that claim would be 
sufficient consideration for the execu- 
tion of the note by B. Consideration 
consists of either a benefit to the 
promisor or a_ detriment to the 
promisee. It is not necessary that 
both benefit and detriment exist. 

“Although B may not have received 
any benefit from the execution of his 
note, yet if it was given in payment of 
A’s indebtedness to the holder, the 
promisee suffered a legal detriment in 
canceling that claim against A. 

“If B’s note was actually given in 
payment of A’s note, the fact that 
A’s note was not surrendered does not 
change the result; the obligation under 
A’s note was canceled whether it was 
surrendered or not. 

“If B’s note was given as security 
for A’s and in order to secure an 
extension of time in payment, instead 
of being given in payment of A’s note, 
there was valid consideration for the 
execution of B’s note. A promise to 
give additional time in the payment 
of a note already past due is good 
consideration to support the promise 
of another. The holder of the past 
due note gives up a legal right in fore- 
going immediate suit and prosecution 
of hisclaim. Accordingly, under either 
aspect of the transaction B’s note is 
supported by a valid consideration.” 

.(In re Ciabattari, 29 Federal Supple- 


Liment, 573.) 
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